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N^o. J OF 1930. 
GOVERNMENT OP INDIA. • 
REFORMS OFFICE. 


To 

THE RIGHT HONOURABLE WEDGWOOD BENN, 

^rP-S.O., D.F.C., 

His Majesty* s Secretary of State for India. 


Simla, the 20th September 1930. 


SiK, 


We have the honour to address you on the conclusion 
of the constitutional inquiry which has been conducted by the 
Indian Statutoiy Commission in accordance ^vith the pro- 
visions of section S4-A of the Government of India Act, and 
to forward for the consideration of His Majesty’s Govern- 
ment, as a preliminary to the discussions winch mil shortly 
take place at the Round Table Conference, our views on the 
{further progress which might now be made towards the deve- 
lopment- of responsible government in India as an integral 
part of the British Empii*e. The report of the Indian Statu- 
tory Commission contains proposals of far-reaching sig- 
nificance and crucial importance, affording the most conve- 
nient, and indeed the inevitable, method of approach. We 
have further studied the reports of the provincial committees 
which were set up in* connection with the Indian Statutory 
Commission, and we have derived great assistance from the 
valuable labours of the Indian Central Committee. 
We have, in addition to these documents, had the 
advantage of seeing the many suggestion's made by indi- 
\ddnal thinkers in India and the scheme prepared by. the All 
Parties Conference in 1928, commonly know as the Nehru 
report, which, though it has for various reasons ceased to 
occupy the forefront of the political stage, nevertheless re- 
mains as the most authoritative and detailed exposition of 
the views of constitutional nationalists that has yet been 
put forward. We have also paid due regard to the opinion 
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tliat has been expressed in India since the publication of the 
report of the Statutory Commission, and the most recent de- 
velopments of tliis opinion -will no doubt be placed before 
His Majestj^’s Grovernment by the delegates at- the Bound 
Table Conference. Finally, we have received and transmit as 
enclosures to this despatch the weighty views expressed by 
local Governments. 

The examination cai'ried out b}^ ourselves and the pro- 
vincial Governments has been unavoidably handicapped by 
the circumstances in which it has been undertalven. The 
time available for reacliing conclusions on matters at once 
so intricate and so important has been in itself short, and 
the attention of all Governments in India has been much 
occupied by tli^ abnormal conditioiis arising from the civil 
disobedience nfevement, and in oui‘ own case from the 
situation on the North-West Frontier. Nevertheless, wc have 
]jad the benefit of personal consultation with all the Governors 
of provinces, and have devoted much consideration to -the 
various _ problems involved. We have not found it possible 
to deal in this despatch with all matters of detail, but we trust 
that our observations will be found to cover the main points. 


POLITICAL FOECES IN INDIA. 


2. General observations. — The solution of the great 
issues which now confront us is to be discuss, ed at the Bound 
Table Conference with a view to achieving the utmost possi - 
ble measure of agreement between His Majesty’s Government 
and the representatives of different parties and interests in 
India. It may therefore be convenient, before we come to our 
detailed observations,, if we attempt to give some account of 
the political forces at work in India, the constitutional 
demands that are most commonly put forward, and the 
slrongth of opinion on which they rest. We recogmize with 
the Statutory Commission the diffi'cidty, particularly at a time 
of rapid change like the present, of estimating with accuracy 
these forces, and, set as we are amid many eonflieti ii'>’ cur- 
rents and much clash of old and now, of starting general con- 
cliisions W]mt we say, therefore, must be read subject to 
this caution. Complete agreement on general statements 
cannot be expected. We offer our observations merelv as an 
attempt to draw a picture whicli in its broad outlines we 
boheve to be accurate. 

political closes. Tendencies making for unity of 
’inew.—Tho Indian Statntoiw Commission in “ tlm able 
analysis of public opinion in India, with which the first 
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volumo of flieir report concluded, pointed opt that political 
thought and influence are, as is to he expected, principally 
concentrated in the to'wns. It is. in the larger towns that 
are to he found those elements which give direction or active 
support to the political forces of the day. Thej'’ consist of the 
professional classes, in particular lawyers, journalists and 
those connected with education ; an appreciable portion of the 
trading classes ; those engaged in clerical occupations ; the 
large number of students at the universities and colleges ; 
the melancholy army of those who having sacrificed much to 
go through the scholastic curriculum find at the end that their 
country offers them no employment : and, lastly, the small but 
growing body of educated w'omen who are throwing them- 
selves with enthusiasm into the new world of political affairs. 
These are perhaps the chief elements that go to make up 
what Ave may call the political classes. Their thought is pro- 
foundly influenced and unified by the writings of the i)ress. 
It is no doubt a common characteristic of mankind all the 
world over that they tend to take their political vieAvs ready- 
made, and that Avitli growing education those views are more 
and more moulded by the press. T]]is characteristic is certain- 
ly very marked in India, and those who might be disposed to 
stand out against popular opinion as expounded in the press 
are not infrequently deterred by a sensitiveness to personal 
attack, which has not yet been blunted by long experience of 
public life. Journalism in India concentrates largely on 
the personal -side, and the press is outspoken in its denuncia- 
tion and ridicule of those who venture to express opinions 
in conflict with tliose generally accepted. There are' 
other important factors rvliich make for a prevailing 
unity of aucav on certain broad issues. The fact that the 
dominant poAver in India is in the hands of a foreign race 
cannot fail to offer to those who attack existing conditions 
the opportunity of a racial appeal. Again, a common desire 
for changes in the form of the Government acts as an induce- 
- ment to preserve a united front, and to keep in the back- 
ground such differences as exist. Finally, caste and family 
attachments are of peculiar strength, and the close intimacy 
of social relations promotes a common outlook. 

4. The commercial classes. — ^We have mentioned above, 
as forming part of the political classes, the Trading com- 
munity. Like all generalizations this is open to qualification 
and there may be differences of opinion as to the extent to 
Avhieh traders interest themselves in politics and what precise 
part pressure of different kinds plays in influencing their 
actions. . But it can hardly be denied that the trading classes, 
Avhich as a Avhole used in the past to be content to occupy 
themselves AAuth their business, have been taking a more and 

c 2 
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more active share hi politics. Though men prominent in indus- 
try and commerce have for many years played their part in 
public affairs, the feeling tliat imiDrovement of trade 
and industry is to be soug’ht through iDolitical channels 
is a dcA^elopment of comparatively recent times. The 
extreme illustration of the way in which this iS^a has 
griiDped the business community is to be found in the attitude 
of the commercial classes in Bombay during the present civil 
disobedience movement. After all allowance is made for the 
I’eligious and emotional appeal of Mr. Gandhi’s name for his 
own countrjunen, the Gujeratis, who form such a large element 
in the life of Bombay city, it must be recognized that the com- 
mercial community of Bombay has in pursuit of poli- 
tical power been lending its support, both moral and 
mateiial, to a movement in defiance of the law, which might 
have been expected to have no attraction for those whose 
interests dejjend on stable and peaceful conditions. 

5. The landholders and the agricultural classes. — ^Pass- 
ing to the more conservative elements in the poirulation, the 
most important class is that of the larger landliolders. In 
many parts of the country they still retain in their estates and 
villages a traditional authority, which, though it may now 
meet with some challenge, is yet one of the active forces in 
ihe life of the community. The spread of education and the 
influence of tlie press tend constantl.y to enlarge the number 
of landholders who might be included in what we have called 
the political classes. On ihe whole they I’emain at present a 
conservative force, conscious that their influence is likely 
to suffer from too rapid political changes, and beginning to 
realize that the defence of their interests requires a more 
active participation in public life. Below them in the agri- 
cultural world come the small landholders and the more 
sulustantial peasantrj^ This is a class about which it is 
peculiarly difficult to generalize. Broadly speaking, pros- 
perity brings education, and education fosters political ideas, 
it does not follow that the ideas of this class necessarily 
coincide with those of the corresponding urban classes : 
indeed in the Punjab where the .small landholders are a 
strong and increasing force there are signs of the development 
of a conflict of interests between them and the town dwellers. 
But whatever may be their views, the important point is 
that they have views, and cannot be regarded as forming part 
of the imthinlcing masses. The events of ibe last few years 
in Gu jerat afford a striking illustration of the effects which 
tins class can produce when guided in a political direction. 
Below this stratum come what may he called the agricultural 
masses, a political force of great potential importance, but in 
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uormai times interested in little outside tlieir own villages, 
tlieir own immediate needs and conditions, and the hard 
struggle for exis.tence. It would be fair to say that they have 
no informed conception of the political problems of India. 

6. Industrial labour. — The towns too have their counter- 
part to what we have described as the agricultural masses. 
The hulk of industrial labour is ignorant and uneducated. 
Their surroundings are often primitive and insanitary, 
though steady efforts are being made to improve their 
lot. Living in towns they are more closely in contact 
Asith }3olitical movements than are the agricultural 
classes, but it is doubtful Avhether the ordinary political 
ideas make much appeal to ^ them. In the tovms too 
are to be found those loAver strata of the population AA^hich 
can easily be Avorked up into mob demonstrations and Auolence. 
These elements and the industrial population have 
formed in recent years the objective of communist projpa- 
ganda. In some of the larger Indus, trial toAvns the doctrines 
of communism for a time made appreciable progress, parti- 
cularly in Bombay. The movement has recently receh^ed a 
check, but it undoubtedly survives as a continual menace to 
orderly progress and the Avell-being of the community. 

7. Means of appeal to the masses. — The general effect 
of the picture AA^e have endeavoured to draw is that the classes 
affected by political opinion form a Avide circle Avhich is 
s.teadily expanding. It is continually establishing neAV con- 
tacts Avith those ]3ortions of the iDopulation which have 
hitherto been iiidiferent. But beyond the furthest range of 
the genuine influence of political reasoning and argument, 
those Avho AAush to rouse the apolitical masses are able to 
play on their feelings by apiDealing to the interests Avhich 
are intense and vivid in their lives. First among these 
interests must be placed religion. It Avas the poAver of 
religion Avhicli enabled Mr. Glandhi during the non-cooperation 
moA^ement ten years ago to rouse and SAvay the masses 
to a degree hitherto unknoAAm in British India, and 
it is the veneration in which he is held for his ascetic life 
and moral teaching that giAms him a great part of his popular 
appeal today. It Ayas the power of religion AAmrking through 
the Khilafat moA'^erhent, Avhich for a time dh^erted the Muslim 
community from their traditional relations with the British 
Grovernment. It was the appeal of religion, that recently 
threatened to destroy the Avork of the reformers in the Child 
Marriage Restraint Act, commonly known as the Sarda Act, 
and has been used to rouse the transfrontier Muslim tribes 
against a- Government responsible for a measure which could 
haA^e no application to them. 
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The second of the main interests through which the 
masses may he roused is the land. India is predominantly 
an agricultural country and the land is the basis of life 
for the great majority of the people. Consequent^ th§y may 
be immediate!}' and profoundly affected by anything which 
touches the land, in particular land revenue and land tenures. 
Agrarian problems are seldom far below the surface.. 


The third method of aiDproach to. the masses is one 
that is sTill comparative!}’’ new and untried. It is broadly 
spealdng Ihe method of revolutionary communism, the appeal 
to the “ have-nots There are signs in the armoury of 
political agitation of an increasing insistence on the facts of 
povert}” in India, not with a view to constructive effort in 


remedy of the causes, but for the purjjose of exciting feelings 
against the propertied classes and an alien Government. Not 
much progress has been made on these lines except in the 
industrial towns. But it is part of the policy of communism 
to spread its doctrines among the peasants. 

8. Sectional interests. — In speaking hitherto of political 
interests we have had in mind chiefly those broad issues of 
public policy which group themselves round the demand for 
an increased measure of self-government, and we have tried 
to suggest the area over which interests of this kind aj-e 
active. J here are, however, other interests which make a 
genuine appeal to large bodies of people on lines other than 
those of nationalist politics. One of the marked effects of 
the present constitution, with its introduction of the forms 
of democratic goveimnent and its transfer of power not only 
m the provincial councils but in local bodies, has been the 
recognition of the fact that any group or section which has 
a commoirbond of interest c^,l secure its objects only throus-h 
organization. The binding forces of society outside tne 
family are religion and caste, and there has been a delmite 
quickening of communal and caste feeling, and a tondeney 
foi peojilo to group themselves politically under these cate- 
yliich have for them a practical significance. It is 
te t tJiat a common interest unites those who belong to a 
particular caste or a particular religion, and at a time 

and broader ideas have not yet succeeded in estab- 
lishing themselves, it is no doubt inevitable that the earlier 
mamtestaiions of political awakening should amono- hiro-p 
secBons of the population take a form that is famiUai and ifn 

Xw^ui!Sist7k^ff Pi'ovincial patriotisms also 

show u^istakable signs of development. All those indicate 

:f K.-'arss -irs* 



population which are untouched by the ideas of nationalism, 
but it must be remembered that they are always at hand to 
be utilized for nationalist ends. 

9. The growth of the nationalist spirit. — In saying this 
we do not wish to minimize the extent of the genuine in- 
fluence of nationalist ideas. There is no doubt that a con- 
siderable 'degree of national consciousness has been evoked 
among the educated classes as a whole. “With the economic 
and educational development of the country have come, natu- 
rally and honourably enough, a greater self-respect, both 
individual and national, and a demand for equality of treat- 
ment and status VT-th the West. The rise of Japan as a great 
Asiatic power supplied an early stimulus to this movement. 
Since then the stream of western thought in the present centu- 
ry has more and more brought India within the line of its 
current. Intercourse with the world grew. The influence of 
western education increased. Students in ever greater num- 
bers went to li/ngland and returned. Older men, and even 
women, visited Ifurope more freely, and with a riper judgment 
compared other countries with their own. Conscious of the 
magnitude of her share in the Glreat War, India has watched 
with close interest nationalist movements in Afghanistan, 
Persia and China, while in another direction Ireland and 
hlgypt have been examples which have constantly been before 
her eyes. All this has encouraged nationalism and democratic 
thought. One consequence of the gro’wth of nationalist 
feeling has been to make Indian opinion exceedingly sensitive 
to any ill-informed judgments, which might appear to indicate 
a lack of trust, and to all tha.t might be held to mark the status 
of India as inferior to that of other units in the Empire. 
India could hardly remain^ unalfected by what has 
gone on around her, while at home the constitution of 1919, 
however far it fell short of full self-government, had set her 
feet firmly on the path. It was therefore inevitable that this 
nationalist impetus should come, and it would be a grave 
mistake to under-estimate its force or to depreciate its value. 
It is a necessary condition of the building up of a wider and 
more vigorous life, and of that development of a self-govern- 
ing India which from early times has been the ideal of 
the most far-seeing of its British administrators. 

10. The nationalist Remand. — The nationalist demand is 
for self-govermnent and dominion status. It is couched 
in terms of British thought and British institutions, for it 
emanates from those who have been profoundly influenced 
by British ideas. The demand for self-government, stated 
in practical terms, is that India should be allowed to manage 
her own atfairs' both in the provinces and, subject to any 
temporary safeguards that may be reqiiisite, at the centre. 
The claim to dominion status, so far as that can be separated 
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from ideas of self-government lias sentimental, 

lint not on tliat account any less x3otent, asiiect. The demand 
is not only that India should he enabled actually within 
necessary limits to settle her oato affairs but that she should 
be publicly recognized before the eyes of the world as com- 
petent to settle them. Both these ideas are included by 
Indian oiiiiiion in that dominion status which the announce- 
ment by His Excellency the Viceroy on the 31st October, 
1929, described as the natural issue of India’s constitutional 
progress. 

It is possible to trace in these political aspirations two 
sejiarate trends of thought. Tlie first is directed to the 
natural satisfaction of a national pride and national senti- 
ment. The position of India in the Empire has b,een 
ambiguous. There are undeniable obstacles to the attain- 
ment of complete self-govermnent at once. But are these 
obstacles to be used for the iDurpose of delaying the progress 
of India, or is a genuine attemx^t to be made to overcome 
them ? Are differences of race and culture to keep India 
permanently in a position of inferiority to the gu'eat 
Dominions, _ or is_ a ijlaco to be found for her vathin the 
Empire which will satisfy her claims to equal treatment ? 
To those, in whom sudi are tlie dominant ideas, the actual 
detailed means by which their ideas may be translated into 
fact are often not of great account. The second line of 
thought is directed to the fulfilment of concrete policies. 
Those who think on these lines have an essentially practical 
outlook and demand x^ower in order to achieve certain 
definite objects. 


11. The extent of support for the nationalist demand. — 
It liaxii^ons tliat the coiirse cn. the ciml disobedience move- 
ment in tlie last few months has exhibited with sufficient 
Xojamness the strength of the nationalist forces and also their 
limitations. It is clear that they have on their side a siib- 
.staiitial measure of sux^port from educated Hindus of all 
classes, for large numbers of those who have not actually 
Homed the movement, being repelled by its methods, haVe 
shown miimstakablo synixiathy with its aims. There is little' 
doubt also lhat the minority communities to a large extent 
share m lliese l)road nationalist aspirations, hut it has become 
plain, ji demonsi ration were needed, that generally spealdno* 
Iv!?' without apprehensions of their x 50 sitio*n in a selff 

,.^o\orning India, and they are concentrating attention on the 
protection of their rights and interests. It is assumed that 

introduction of the new constitution 
poiitiCvS aio likely to remain on a communal basis. It will oiilv 
iio by a gradual process that the handling of pracficS 
l^rohlcms of administration and policy will lead to the 
<l«'o1npmont ot parties which wilAjo divielod M diffUnt 
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lines. T’lie landed interests also are anxious about their 
future. The depressed classes, so far as they are beginning- 
to develop some political consciousness, look with uneasiness 
at the prospect of Grovernments dominated by the higher- 
castes. The great mass of the people, though, as we have 
said, capabJe of being galvanized into action by appeals 
on those matters rvhich really interest them, regard with 
some indifference political changes which they do not 
understand. It is instructive to observe how during the 
present civil disobedience movement strong feeling has 
been aroused in the towns, and outside the towns in 
particular localities where either the conditions were pecu- 
liarly favourable,, such as Grujerat, or where some local grie- 
vance could be exploited or some doubt sown as to the power 
of Government to maintain its authority. But looking at the 
country broadly, a political agitation of remarkable intensity 
and fervour has left the rural districts but little affected. 

^ 12. The extremist element. — In speaking hitherto of the 
nationalist forces we have had in mind primarily those ele- 
ments in the movement which are prepared to look to consti- 
tutional advance within the Empire. But it must be recog- 
nized that there is^ particularly among the younger men, a 
considerable body who have adopted independence not as a 
phrase but as a settled aim, who are fundamentally hostile to 
the British connection and who, though they may not all 
favour or believe in tlio efficacy of tlie methods of terrorism 
which manj^ of them are prepared to pursue, are at any rate 
convinced tJiat it is only by force applied in some form or 
other thak they can achieve tlieir end. With such men it 
would he idle to expect that any settlement is possible. They 
will oppose any ^tgreement that may be reached, and the most 
that cmi be hoped is that gradually through experience of a 
constitution, which gives a coii-siderable degree <jf seif- 
government, they may come to realize that more can be 
achieved by working the constitution than by eiideavoimng 
to overthrow it. 

13. Hon-official European opinion. — We must not close 
our account of jjolitical opinion in India without giving some 
impressioji of the attitude of the 2 ion-official European com- 
munity. The Statutory Commission have emphasized the im- 
portant contribution which this community haS' made to the 
economic development of India and the influence it possesses 
in virtue of its videspread ’ commercial activities. Prior to 
the introduction of the present constitution the interest of 
the community in politics was limited, but since 1919 it has 
realized the necessity of taking its full share in the political 
life of the country. Its entry into active politics has been 
marked by an increasingly liberal spirit towards Indian aspi- 
rations, and during the inquiry of the Statutory Commission 
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it slio'wed itself ready to look witli favour ou proposals for 
political advance, subject to the provision of adequate safe- 
guards for its rights and legitimate interests. The civil dis- 
obedience movement with its accompaniment of a boycott of 
British goods and British trade, throiigh which it was hoped 
to bring pressure to bear on His Majesty’s Government, has 
liad marked reactions on those who felt themselves unfairly 
-attacked and wlio resented this intrusion of _ politics into 
business. Resentment has been slow in gathering force, but 
recently Tilaropean commercial opinion has shown unmistak- 
ably that it does not mean to allow itself to be coerced by the.se 
ineihods, and there has been some consequent stiffening of its 
attitude lo’-vards political advance. 

14. Gonclnsions. — liave made above some attempt to 
describe the main political currents and forces tbat are 
moving over the formerly placid surface of India. If oiir 
reading of the situation is accurate, it is evident tliat tbe new 
constitution must be such as will take full account of these 
now forccis. The time has passed when it ivas safe to assume 
the passive consent of the governed. ' The new system must 
be based as far as possible on the willing consent of a people 
who.se political consciousness is steadily be^lng awakened. 
Tliere i.s .siill in the country a fundamental respect for autho- 
rity. 'Idle new legislatures have established for themselves 
a position wliicb is gradually coming to bo understood and 
accepted by increasing numbers. Constitutional forms are 
for tbe most part respected and observed. The conditions for 
a substantial transfer of power are not in onr view imfavo^ir- 
able, and Ave are convinced that the time has come when the 
broadest considerations of Imperial policy demand that we 
should spare no efforts, and even take some risks, in order to 
arrive at a constitutional solution which will give reasonable 
scope to the ideas and the aspirations that are moving India 
to-do y. 

GOVERNING PRINCIPLES. 

15. Opportunities for grovd^h. — The Indian Statutory 
Commission have at the beginning of the second volume of 
their ^ report, before explaining their detailed proposals, 
set forlli plainly the general principles on which their 
recommendations are based. We thinJe it will he con- 
venient if in the same wa)^ we make clear at the outset 
onr g(Uicral outlook on the constitutional problem and 
the principles which guide our conclusions. Li the first 
place we are in full agreement vith the view of the Commis- 
sion that the new conslitulion should not be unduly rigid, 
und that it sbould allov.' of natural growtli and divorsit3^ 
For instance, it might cose processes of transition if formal 
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provisions which may require subsequent change could he 
drafted in such a way as not to involve legislation if and 
when it is desired to make the change. Again, within the 
general framework of the constitution in the iDi’ovinces it 
might be possible to allow certain variations suggested by 
local conditions and favoured by local opinion. Finally, 
wo should hoxoe that both in the provinces and at the centre 
the constitution would give opportunities for develoi^ment 
by practice and convention in accordance with actual needs 
and experience. The evils that flow from a temporary con- 
stitution have been fully set out by the Commission. Our 
aim must be to establish a constitution which should, as far as 
IDOsslble, contain within itself provision for its own develop- 
ment. recognize however that that aim. can be more 

fully attained in the provinces than is i30ssible at the centre, 
where tlie ultimate form of the Grovernment cannot as yet 
be so clearly discerned. 

16. The ultimate ideal — ^An all-India federation. — The 
Commission have pictured the ultimate constitution of India 
as an all-India federation including not only British 
India, but. also the Indian States. That is an ideal which 
we fully accept. There is an essential unity embracing the 
whole of India, vdiich we hope will at some future time find 
expression in certain joint political institutions. But it is 
clear, as the Statutory Commission have been careful to 
point out, that this ideal is at present distant, and that the 
federation of Greater India to which they look forward 
cannot be artificially hastened. Much may be done to 
promote a more vivid sense of the unity of interests in many 
spheres between British India and the various States, and 
to develox) the conception that there a]*e matters of common 
concern which can best be treated in consultation. Never- 
theless we must recognize that the time has not yet come when 
the general body of Indian States would be prepared to take 
a step so fai’-reaching in its character as to enter into any 
formal federal relations with British India. Wliile, therefore, 
we are entirely at one with the Statutory Commission in hold- 
ing that the ideal is a federation of all -India, and that this 
ideal should be clearly borne in mind when drawing the main 
outlines of the constitution of the new India, we must also 
recognize that the ideal is not likely to realize itself, save in 
its own due time. There is a certain danger that if Ave direct 
Gur gaze too fixedly to a distant future we may tend to over- 
look (he needs of an urgent present. The main problem 
which must engage our. attention is hoAv British India maj^ be 
developed in a manner which shall not only be consistent Avith 
the Adder vision, but shall be appropriate to its own im- 
mediate I’equirements. 
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17. Federa.1 development in British India.— We have no 
doubt Oiat. apart from the importance of designing a structure 
into ■which the States may later fit themselves, the conditions 
of British India itself point clearly to a federal development. 
India under the old system of bureaucratic government was 
administerod on strongly centralized lines. With the first 
steps along the path of democracy it was necessary to relax 
control at the centre, and as the Statutory Commission point 
out, the completion of the policy contained in the announce- 
ment of August 20th, 1917, was pictured* by the authors of 
the Montagu-Cheimsford report in the form of a congeries 
of self-goveriring ludian provinces associated for certain pur- 
pofae.s under a responsible Government of India ”. This 
remains in our opinio]i the only feasible policy for translating 
responsible institutions into a country containing so huge a 
population and such diverse elements. The acceptance of the 
federal idea for British India carries with it the phligation to 
develop as rapidly as possible the emergence of the self-govern- 
‘ ing units which must form the component parts of the federa- 
tion. As the..Commission point out, we shall be engaged on' a 
process which is the I’everse of normal. We do not start 
with self-governing states- which agree to combine. Wc have 
already an administrative unity, and onr first task is to 
decentralize with a view to permitting the development in 
the provinces of that degTee of independent actmty which 
should characterize the units of a federation. We are, there- 
fore, in full agreement with the broad aim of the Commis- 
sion to give to the provinces the maximum of autonomy con- 
sistent with the interest of India as a whole, and to make 
each province as far as possible mistress in its own house. 
But in folloAving this policy we must Im careful not to 
sacrifice the spirit of national unity -which has gi'adually been 
de\-o]oping und<'T the centralized British administration. 
We require a vigorous central authority capable of sustain- 
ing the heavy burdens that necessarily fall upon it. It 
will he respons,ible for the defence of the country against 
external attack, and for the maintenance of the ultimate con-' 
clitions of internal tranquillity ; for the fiuances of India as 
a whole and ils credit in the markets of the world ; for its 
commercial and tariff policy ; and for all those matters of 
common concern which must he handled by a central Govern- 
meni. It should be in a position to mobilize the experience, 
talent and resources of all India for the more efficient pursuit 
of such objects as agricultural, medical or economic research. 
Tl must filso possess powei’s of intervention if develoi^monts 
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in any province are sncli as to affect any other part of India 
or the administration of any central subject. 

18. The problem at the centre. — The most difScult 
problem that confronts ns is what form this central authority 
should take. It is clear that many of its functions must for 
some lime continue to be exercised, as they are at present, in 
responsibility to the ultimate will of Parliament. The 
material foundations of modern India’s life have been laid by 
the hand of Britain, and in the process British interests have 
come to be deeply engaged in India. A history to which 
Britain can look back with pride has left results which pro- 
foundly intlnence the present. The security and the prosperity 
of India represent an interest of Britain as \yell as of 
India, and an interest of such magnitude that Britain cannot 
atford to see it jeopardized. It might be argned that as any 
complete form of responsible government ah the centre 
is, for the reasons we have just indicated, in present 
conditio?! s impossible, no attempt can usefully be made 
to invest the Government with any popular sanction. 
A central Government should be constructed which 
would throughout the field of its functions be plainly 
responsible ^ to Parliament alone, and in order that the 
executive might fulfil these responsibilities the legislature 
should be so constituted that it could be depended on to grant 
to the executive the money and the legislation required to 
carry out the policy of Parliament. The legislature would to 
some extent reflect opinion in India, and its views would be 
taken into account before decisions were reached. But when 
once the Government of India, in agreement with the Secretary 
of State, had reached conclusions, the Indian legislature 
would be content to implement them. Such a GovernmeJit 
would no doubt be strong in the sense that it could count on 
getting its own way. But it would be Avholly deprived of that 
eiement of strength which comes from the support of public 
opinion. We have set out this alternative quite frankly, for 
it represents one of the logical extremes, as complete self- 
government represents the other, and when proposals for 
some intermediate position are put forward and are attacked, 
as they well may be, on the ground that they may lead to di- 
vided counsels, it is important to realize clearly that the two 
extreme positions' are impossible. The Statutory Commis- 
sion had no doubt on this point. They stated that as a mat- 
ter of practical politics there could be no question of going 
back to a previous _ stage by providing that the Assembly 
should have an official majority or by reducing its powers. On 
the contrary, they have addressed themselves to the task of 
considering how the machinery by which Indian political opi- 
nion expresses itself and exerts its influence at the centre 



u ■ • 

may bo improved. We are in entire agreement vsdth this- 
view. The solution of our difficulties is not to be found by 
attenuating the channels through which Indian political 
opinion finds expression, but rather by harnessing that 
opinion to constructive work, so that what is at present a 
danger to the stabilitj’^ of Grovermnent may be converted into 
its main support. The Statutory Commission have put the 
point in words which we would desire to endorse : — 

Nationalism is a force with immense power for good 
or evil, and the task in the future is to utilise 
that force for constructive ends. For national- 
ist movements that fail to find an api^ropi'iato 
outlet for their energies tend to mere strife and 
futility.” 

19. Suggested conditions of a solution. — The conditions 
of the problem suggest to us the importance of defining as 
clearly as possible the purposes which Britain must continue 
to safeguard in India, and making it plain that where those 
purposes are not concerned India should be free to manage her 
own atfairs. The British Government must satisfy itself on 
certain essential points, for instance, that the defence of India 
from external attack, which rests, and for many years must' 
continue to rest, largely on British troops, is fully assured ; 
that relations with foreign States, Avith the ultimate pos- 
sibilities of Avar Avhich they involve, are conducted under its 
authority ; that the conditions of internal security are main- 
tained ; that financial obligations are proAuded for and the 
requisite financial stability and credit of the countrj'' ade- 
quately secured ; that reasonable treatment is accorded to 
minorities ; and that \mfair discrimination is not practised 
against any section of the community. In our opinion the 
'altimate control of these matters must in present conditions 
reside in the British Parliament. It Avould be understood 
that upon Parliament rests an obligation to secure certain 
definite purposes, and that for these express purposes it may 
be necessary for Parliament to intervene at any pomt 
in the administration of the central GoA^ernment. IWiere 
these purposes are not affected, the policy and administration 
at the centre maj’ properly be x*egarded as the concern of 
India alone. From this point of vicAv the actiAuties of the 
central Government might perhaps be AueAved as falling into 
three categories. There Avould be, in the first place, those 
subjects in Avhich the interest of Parliament might be ex- 
pected to be continuous, such as^ defence, foreign affairs, the 
])reseiwat]on of general tranquillity and the fulfilment of 


•Volume n, pare. 19. 



-15 


financial obligations. Secondly, there would be subjects itr 
which Parliament would be interested only occasionally,, 
if and when it became clear that- the policies pursued were 
affecting the pui'iDOses which Parliament wished to safeguard. 
We should be inclined to include in this category the methods 
of taxation by which the revenue of the central Grovernment 
is raised, the tariff and commercial policy, and the manage- 
ment of railways. We should expect these matters normally 
to be directed in accordance vuth the views that commended 
themselves to the majority of Indians, but subject always to 
the possibility of Parliamentary intervention if any of the 
purposes of Parliament were threatened. Finally, there 
would be a range of subjects in which we should hope that a 
popular policy would seldom, if ever, come into conflict ^vith 
the resioonsibilities of Parliament. Such would be, for in- 
stance, the general economic development of the country,, 
industrial policy and questions of labour ; the ordinary ad- 
ministrative services which the central Grovernment carries 
out, such as the management of the postal and telegraph 
systems or the customs administration ; the development of 
communications whether by land or air ; the co-ordination 
of those activities which form the primary concern of the pro- 
vincial Governments, such as education, health and agricul- 
ture ; the promotion of social reform, and many other matters 
of great importance to the welfare of the community. Again, 
the selection of. the representatives of India at Imperial con- 
ferences or at tlie League of Nations, and, subject to any over- 
riding considerations of Imperial policy, the instructions 
given to them appear to us to be matters which might well be 
left to the determination of India. The relations of India 
with other parts of the Empire must naturally be of concern 
to His Majesty’s Government. But we should hope to see a 
development of the existing practice whereby India is enabled 
to deal direct with the Governments of the Dominions 
in certain matters that affect her closely. General 13^, in 
regard to the sphere in which the central Government might 
expect to be allowed to pursue its own policy, we think it is 
important to remember that it is proposed to hand over to 
I’^esponsible Governments in the provinces the administration 
' of all the functions which most closely touch the life of the 
people. It seems to us evident that in some form or other 
comparable activities, which are the charge of the central 
Government, should also be administered in relation with the 
popular view, provided always that the broad purposes of 
Farliament which we have described above are not affected. 
The precise form by which public opinion ma5’" make itself 
felt in a Government, which must be prepared in certain 
matters to be guided ultimately b3^ the will of Parliament, is 
the cardinal jiroblem that confronts us. We offer our own 
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suggestions later, not with the idea that they are proof against 
criticism, but as indicating general lines of development which 
seem to us, on the basis of our own experience, less open to 
objection than others that we have seen. But whatever may 
bo the plan adopted, we are convinced that no scheme of (Gov- 
ernment at the centre can work with success, unless it is re- 
cogniKcd that Parliament and the Indian legislature ha^'o each 
their special contribution to make to the w^elfarc of India 
wliicli is llie Joint purpose of both. Our aim should be a 
paraiersJiip in a common cause. 

20. Ultimate considerations. — The Statutory Conunissioji 
suggest that there may be a further complication in a problem 
already sufficiently complicated. They titter a caution against 
tin* development at this stage of institutions wbicb might pre- 
judice the ultimate form of the central Government. The 
caution is no doubt one that should be borne in mind. But 
caution in Ibis respect must not be carried to the point of 
allowing ourselves to be immobilized from fear that any step 
we take may prove not to be leading ns directly to our end. 
There is mueli to he done before that end can be reached, and, 
if v'c hope to reacli it, we must be prepared to test by experi • 
ence the forms and methods of that type of Government 
which will eventually emerge. It is clear that the aim for the 
centre as for the provinces must be the progressive realiza- 
tior. of responsible government. There already exists in the 
Legislative Assembly an organ which as it develops vdll be- 
coiuo one of the main instniments of responsible' government 
at the centre. E.esponsibilit)’^ will come as the result of the 
relations established between the legislature and the execu- 
tive. We cannot at present foresee precisely what the ulti- 
mate development of those relations vdll lie. But it seems 
to us pliiin that we should without delay set ourselves to the 
task of encouraging tlie establislmioiil of effective relations 
between these two bodies, and thus prepare the foundation 
foi- llio full responsilile government which we desire to reach. 

THE GOVERNOKS’ PROVINCES. 

21. Boundaries Commission.— We come now to a cor 
sideratiou of the detailed proposals made by the Statutory 
Commi.ssion. and following the order in wl’iicb they liuv'e 
approached llic problem we shall deal first with tlie G'ov- 
ernor.s' provinces. The first subject on which the Ocm- 
mission touch is tlie need for provincial redistiibution. 
They suggest that the Government of India should 
set up, as a matter of urgent importance, a Boundaries 
Commission with a neutral chaimau, to investigate the main 
cases in which pronneial readjustment seems called for. The 
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two particular cases to whicli tlie Oommission themselves give 
their attention are Orissa and Sind. 

The claim of the Oriyas to a separate pro\dnce of their 
own is of long-standing*. In their letter the Government of 
Bihar and Orissa have drawn attention to the need of making 
early investigation into all relevant factors with a view 
_ to satisfying the very natural desire of the Oriya-speaking 
peoples to possess an administration of their own. The 
claim of Sind to be a self-contained unit has become increas- 
ingly prominent in recent years. The preponderance of the 
local population is Muslim, and their claim to separation 
from the Bombay Presidency has been ardently advocated. 
Neither on Orissa nor on Sind arc v^e yet in a position to 
tender final advice, but we urge that enquiries be set on foob 
at the earliest possible date. We should not contemplate en- 
trusting the task to a single Boundaries Commission. The 
two problems are not connected, and we would suggest in- 
vestigation by two separate committees. We wish to 
emphasize the need for expedition in reaching conclusions on 
these two outstanding cases, which are respectively of funda- 
mental importance to the two provinces of Bihar and Orissa 
and of Bombay, as they now exist, in order that, if new 
arrangements are required, they may be introduced simul- 
taneously with the new constitution. We conceive that the 
fthid Committee will be concerned primarily with the ad- 
ministrative and financial aspects of separation, for the ques- 
tion is- not one of boundaries. In Orissa on the other hand 
difficult questions of future boundaries will be directly in 
issue. 

Other possible readjustments of provincial boundaries 
should in our viev’’ stand over, until opinion has more clearly 
expressed itself. It would be for the new administrations 
themselves to take up such cases as they arise. 

We note in passing that the separation of Burma may 
invoh'e readjustments of the boundary between that province 
and Assam. To this reference will be found in the letter of 
the Government of Assam. 

22. The abolition of dyarchy. — ^In agreement with the 
great mass of opinion in this country, both official and non- 
official, v’-e ^accept in principle the recommendations of the 
Commission for the reconstitution of the provincial Govern- 
ments. In so doing, we do not associate ourselves with those 
who pass an miqualified condemnation on the existing disposi- 
tions. On the contrary we pay our tribute to those who 
planned and those who have worked the provincial constitu- 
tions. Dyarchy in the provinces Avas never intended to he 
more than a transitional device, a first step on the difficult 
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road towards a completely responsible system. Witb few ex 
ceptions goodwill bas been forthcoming, and an earnest 
endeavour has been made to translate into action the oppor- 
tuuides which the constitution has offered. Provincial gov- 
ernments, whether on the reserved or the transferred sides, 
caji take reasonable pride in their administrative record. 
Policy may sometimes have been at fault ; results may not 
always have balanced expectations ; but on a broad view 
much, has been accomplished that might have been difficult 
of achievement under the older unreformed system. We are 
clear, however, that a stage has- now been reached in the poli- 
lical growth of the provinces at which the next step forward 
shouW be taken boldly. We agree with the Commission that 
the time has come to remove the boundary set up between 
departments of which ministers may take charge and 
those from which they are excluded. To reserve law and 
order would be to concentrate attack on the most delicate 
part of the machinery. The arguments in favour of transfer 
have been authoritatively and, to our mind, eonclusivelj’' stated 
by the Statutory Commission and the Indian Central Com- 
mittee. We do not disguise from ourselves the risks inherent 
in so great a change. But, subject to the necessary safe- 
guards whicli the Commission have suggested, we are pre- 
pared to see provincial administi'ation in all subjects entrusted 
to responsible ministers, linked together in a common account- 
abiJity for their policy, and operating in relations with popular 
legislatures from which the official element will have dis- 
ap])oared, mid in which the nominated element will have been 
reduced to the smallest proportions. 

On the main issue that a great step forwai’d should be 
taken, the unanimity of the provincial Goverimients i.s coin- 
lilete. Differences of opinion on details merely auticixjate 
what we ourselves consider to be probable, namely, that the 
working of the new system may not follow identical lines in 
all jirovincps. A single' rigid system might hamper, and not 
assist, the ready expansion of free institutions. Some 
freedom in the constitution is needed in order to facilitate 
local growth in forms suited to local conditions. 

The provincial reports sufficiently indicate the provincial 
view and we do not ourselves propose at this stage to discuss 
m detail the recommendations of the Commission on all pro- 
vincial points. There are, however, certain matters on which 
comment is required, and to these we now turn. 

- J 

Provincial legislatures. 

_ 2a. Their hf e-time.— There is no dissent from; the pro- 
position that the normal statutory life of provincial legisla- 
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lures should he raised from three to five years. We join with, 
the provincial Governments in accepting the proposal. 

24. Their size. — The Commission criticize the size of the 
present councils and find them too small. They suggest that 
unless an increase in the size of the electorate is accompanied 
by an increase in the number of constituencies the reality of 
representation may be prejudiced. They remark that in- 
creased membership of the provincial councils will facilitate 
their plan of representation at the centre. The recom- 
mendation which they make is that in the more important 
provinces there should be an immediate increase to a figure 
between 200 and 250. 

VVe acceiot in principle the suggestion that there should 
be a material enlargement of the provincial legislatures suit- 
able to the new conditions, but we would be reluctant to 
propose precise figures reached on a priori grounds. The 
matter should, Ave consider, be included within the terms 
of reference to the Franchise Committee, in order that the 
size of each provincial legislature may be decided on the basis 
of ascertained needs. Any substantial increase in the elecioi- 
ate Avill certainly necessitate an addition to tht' num- 
ber of the constituencies in each province. The prov- 
incial Governments recognize the need for enlarging the 
legislative councils ; but their general view appears to be 
that so large an increase as the Commission have in mind, 
may be unsuitable to their conditions. 

For the reasons given by the Commission it will still be 
necessary for some time that the Governor should retain a 
strictly limited power to nominate, but we doubt Avhether, 
when the Franchise Committee liaAm completed tlieir labours, 
it will bo found necessaiw to give a power of nomination 
quite on the scale Avhich the Commission have in view. We 
agree that no special provision should be made for the election 
of women. 

25. The disappearance of the ofRcial bloc. — The presence 
of an official bloc has been a noticeable feature of the present 
dyarchical system, and essential to its working. We agree 
that with the abolition of dyarchy, the official bloc should no 
longer be retained. With the exception of a small nominated 
element, the provincial legislatures will be wholly elected ; 
free play Avill be given to the formation of parties, from 
which we may expect to emerge correct principles of minis- 
terial z’esponaibility. 

26. Constituent powers, — The question of granting to 
provincial legislatures constituent powers raises difficult 
issues, both constitutional and practical. The Commission 
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suggest that after- ten years the x>rovincial councils should 
have the porver to set in train certain proposals for- change 
by the method of “ constitutional resolution but the 
changes would be limited to those affecting the electoral law. 
The enforcement of a constitutional resolution would be 
dependent on the grant of a certificate by the G^overnor that 
the resolution reflected the general opinion of the province 
and of any community specially affected, and would require 
also the concurrence of the Governor General. 

W e welcome the proposals of the Commission to give to 
the provincial legislatures this measure of constituent power. 
Were it practicable to do so, we would gladly enlarge its 
scope. But with one possible addition, to which we shali 
jjresently^ refer, for the creation of a second chamber, Ave see 
grave clifliculties in giving this procedure any wider extension. 
Jiiven Acitliiii the ambit of the electoral laAV, the distribution 
by statutory provision of the balance of political power 
between the^ representatives of different communities and 
interests in fixed proportions immensely complicates the pos- 
sible effects oi electoral change. The initial dispositions wdll 
iiovr bo made under the authority of Parliament itself, after 
consultalion wdth the representatives of British India as- 
sembled ill meeting at the Bound Table Conference. To 
throw open those dispositions to early revision by local 
authority would, from the start, invite conflict and might pre- 
judice the endeavour to initiate a fully responsible sj^^stem of 
Government in the provinces. It is reasonable that the 
electoral system set up at the beginning of the reforms should 
lest on the assumption that it will endure at least until ncAv 
political conditions are established, after experience of the 
new G OA^'cinments has been obtained. For these reasons we 
do not anticipate that Indian opinion ivill resent the provision 
that no “ constitutional resolution ” may be passed by a pro- 
vincial legislature until after the lapse of some years from the 
mauguration of the new'^ system. With regard to the scope 
.and freedom of the constituent powers, it is clear that these 
must rernain under some limitation, at least until the country 
at large is prepared to abide by what wm regard as a funda- 
mental principle of responsible government, namely, the 
^lidity of a majority decision. While, therefore, we are 
lose no opportunity to place within the constitu- 
tion the seeds of its own growth, Ave agree that, subject to the 
addition Aidiich we haA'e suggested above, and Avhich Ave noAv 
discuss,, the range of the constituent power accorded to the 
provincial legislatures should be as proposed by the Commis- 
sion. 

27. Second chambers. — The arguments for and against 
second chambers inWie provinces haAm been fully set out by 



tile Commission, who have themselves not found it possible to 
make a unanimous recommendation one way or the other. 
There was a similar diversity, of opinion among the members 
of the- Indian Central Committee. Among- the provincial 
Governments, Madras, Bombay, the Pmijab, the Central Pro- 
vinces, and Assam do not desire second chambers. We under- 
stand that this represents in all cases the unanimous view of 
both sides of the Governments, except only that in Bombay 
one member of Council supports a second chamber for that 
pro^dnce. All members of the Government of the United 
Provinces are in favour of the establishment of a second 
chamber in that province. In Bihar and Orissa also the local 
Government, without any dissentient member, advocate a 
second chamber. Opinion in the Government of Bengal is 
divided. They state in their letter that some members are 
strongly in favour of a second chamber, and that the re- 
mainder are doubtful. In these circumstances the local Gov- 
ernment express themselves as having decided to maintain 
the opinion in favour of a second chamber which they 
expressed in their memorandum to the Statutory CommissioiL 

The matter seems to us to be peculiarly one in which 
regard should be. had to local conditions. We would not 
propose that in any province a second chamber should be 
made a condition of advance. Where local opinion favours 
and local conditions seem to require a second chamber, it 
should in our view be set up and incorporated in the new 
constitution. The problem has now been fully investigated 
by the Statutorj^ Commission, and we have before us the 
considered views of each jjrovincial Government. Their 
Imowledge of local conditions and local requirements is 
necessarily more intimate than our own. We therefore 
accept the recommendations of the Governments of Madras, 
Bombay, the Punjab, the Central Provinces and Assam 
that there should be no second chambers in those provinces. 
►Similarly we accept the recommendations of the Govern- 
ments of Bengal, the United Provinces, and Bihar and Orissa 
that in those provinces there should be a second chamber. 
If effect is given to their wishes, we should suggest that the 
manner in which the upper house should in each instance 
be composed in those three provinces should be left to further 
investigation by the Franchise Committee in the light of the 
suggestions which the three Governments have put forward. 

While we agree that in five of the eight provinces, there 
should on the institution of the new constitution, be a single 
chamber legislature, we associate ourselves vuth the view 
expressed by the Government of Madras that future circum- 
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stances may create a demand for a second cliamber. We 
accordingly accept tlie suggestion of the local Govern- 
ment that the subject should be included among those matters 
on -which after ten years a “ constitutional resolution ’’ may 
be passed, and would apply the provision to all provinces, 
leaving it open to a provincial council to recommend the 
creation of a second chamber where none exists or the aboli- 
tion of one that has been set up. We do not take it as certain 
that no provincial council will pass a resolution to substitute 
for a unicameral a bicameral system. The success or failure 
of second cliarabers in those provinces where they are estab- 
lished will, we have no doubt, materially shape political 
opinion in those provinces which retain a single chamber 
legislature at the outset of the new system. We would sug- 
gest that a resolution dealing with the creation or abolition 
of a second chamber should require to be supported by not 
less than three-fourths of the votes of the legislature instead 
of the proportion of two-thirds suggested by the Commission 
for other matters. If it were proposed to abolish the upper 
house, the decision might be taken in joint session, and the 
resolution if certified by the Governor should in our viev^ be 
submitted by the Governor General to the Secretary of State 
and laid before Parliament for its approval. 

The suggestion of the Commission to set up a small expert 
revising body to which legislative proposals could be sub- 
mitted be! ween the report and the third reading stages has 
attracted httle support. 

28 . The franchise,— -We agree with the Commission that 
with the establishment of responsible Cabinets in the pro- 
vinces, the present franchise for the provincial legislatures 
will he too restricted. We accordingly accept their recom- 
mendation that there should now he such extension of the 
fraiicliise as is reasonably pracGcahle, and that the investi- 
gation of this matter should he entrusted to a specially con- 
stituted Franchise Committee under an impartial and ex- 
perienced ehaiiman. The arguments used* by the Commis- 
sion leave no room for doubt that the immediate adoption of 
adult suffrage is wholly impracticable. The precise extent 
to which the franchise can now he -widened is a matter on 
wliicli, in our opinion, it is not possible to form conclusions 
until the problem has been investigated by the Franchise 
Committee. 

There is under the present system no uniformity of the 
iranclnsc qualification in the dilTeront jirovincos ; and it is 
clear that while tlie franchise continues to rest for the most 
part on a property qualification directly related to land 
revenue payment.'!, no precisely uniform system is possible. 

‘Tohime H, p.n-a. 105. 
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TJie views expressed by tbe provincial Grovernments suggest 
that the extension of the franchise may well be greater 
in some pro^nnces than in others. The Government of 
Bombay consider that the franchise should be ^yidened to the 
extent of trebling the electorate, but this is further than most 
provincial Governments are prepared to go. Some indeed 
enter a caution against the too rapid enfranchisement of 
ignorant and illiterate voters simultaneously with the intro- 
duction of a new system of government. Our general view 
is that it might be unwise to tie down the Franchise Com- 
mittee to any pre-arranged percentage of enfranchisement. 
We Avould be glad if it were found possible, from province to 
IDrovince, to reach the enfranchisement of 10 per cent, of the 
total population recommended by the Commission, but wc 
would leave the Franchise Committee free, for valid special 
reasons which they may find to exist, to adjust their recom- 
mendations to local conditions. 

In the course of their invostigalions the Committee 
should be directed to examine in each province the feasibility 
of introducing an additional o[ualification based on education.. 
The Commission’s suggestion of this new qualification 
has received a considerable measure of support from some pro- 
vincial Governments, but from others has not escaped cri- 
ticism. Fo^i example, the Governments of the United Pro- 
vinces and xhe Punjab question the soundness of the quali- 
fication ; and though it may be suitable in some provinces, it 
is possible that it may not be appropriate in all. 

The Commission recommend that the Committee should 
be instructed to have due regard to the respective claims of 
urban and rural areas, and to the rights of women as well 
as of men. It is further suggested that the Committee should 
devise such qualifications as would secure as far as possible 
the same proportion of voters to population in different 
communities. At the same time the Commission deprecate 
different sets of qualifications for voters of diff'erent religions 
or races. We have no doubt that the Franchis.e Committee 
vdll keep these important considerations in view. The Com- 
mittee will not however be able to treat as first principles 
both these recommendations, namely, that there should bo in 
each community the same proportion of voters to population, 
and that the franchise qualification for all communities should 
run on Ihe same level. In some cases their results, may be 
found to be mutually contradictory, and we anticipate that 
some adjustment by compromise vull be needed in their appli- 
natiou. It has been remarked on past occasions that, after 
religion and 3-aco, the boundary between town and country is 
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file greatest dividing- line tliat runs tlirongli the Indian people.- 
In more tlian one province the Committee maj^ find that some- 
readjustment is necess,ary of the present representation 
respectively of urban and rural areas and we attach great 
importance to securing- genuine and effective reiDresentaiion 
of rural interests. With the broader aspects of female- 
suffrage we shall deal in our next paragraph. 

In agreement with the provincial Governments, we would 
prefer that Parliament should not commit itself _ to the 
appointment after fifteen years of a second Franchise Com- 
mittee. 

29. Female suffrage. — ^In. the first vohune of their report 
the Commission devote a separate chapter to the increasingly 
important part now being played by the women of India in 
social reform and generally in public affairs. They consider 
tliai the women’s movement holds the key of iwogress and 
observe that the results it may achieve are incalculably great 
This estimate of the importance of the women’s movement 
leads the Commission to conclude that India cannot reach the- 
position to whicli it aspij-es, in the Avorld until its women play 
their due part as educated citizens. 

Tlio suggestions for tlio enfranchisement of women made- 
by the Commission in the s.econd volume of their report, 
follow directly from the conclusion which they reach in their- 
fii'st volume. The Commission observe’*' tlilit while- 
pro^-incial legislatures in exercising the option allowel- 
to tlieni ot enfranchising- women on the same terms as men 
have made a gesture of high significance, it has remained-, 
only a gesture, because few women in India own property 
in their own right. In consequence, under the present 
franchise the proportion of women as voters is still extremely 
low. In order to correct their proportion the Commission-; 
recommend the addition of two special qualifications for 
women voter’s ; namely, being the wife over 25 years of age 
of a man who has a property qualification to vote ; and, 
secondly, being a widow over that age wliose husband at the- 
time of his death was so qualified. In addition, under the- 
Commission’s .scheme, women over 21 years of age who- 
possess the suggested educational qualification would also be- 
enfranchised in their own right. 

TJiese suggestions have called forth much criticism and; 
T.ve doubt whether thej* would be acceptable to any .consider- 
able^ .seel ion of opinion in the counti’y. The arguments- 
figainsl the Commis-sion’s proposals have been well set out 
in the report of the Government of the United t*rovinee.s, in 
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whicli it is suggested that in the existing conditions on6 
practical result of the proposal would he to give to the family 
of the low caste Hindu voter, whose wife is able to go to the- 
poll, a second vote ; and thus give them twice the voting' 
power of many of the higher castes, and also of many of the 
Muslims, whose wives would he debarred from recording' 
their votes by the operation of social custom. At the time of 
the last reforms the enfranchisement of women was considered' 
by the J oint Select Committee of Parliament, who felt that it 
was not desirable that they should attempt to settle the ques- 
tion themselves. Their view was tliat the enfranchisement of 
women goes deep into the social system and susceptibilities of 
India, and is therefore a question which can only prudently 
be decided in accordance with the wishes of Indians consti- 
tutionally expressed. It was in pursuance of that view that 
XDrovision was made in the electoral rules of each province 
leaving the decision on female suffrage to the provincial 
legislature. In their replies to the present reference the 
majority of xoi'ovincial G-overnments have taken somewhat the 
same line. We agree with them that it would be unwise to 
attempt to force upon India measures for the enfranchisement 
of great numbers of women. We sug-gest, therefore, that this 
matter, should continue to be left to the decision of the pro- 
vincial councils, and we consider that the subject can welt 
be dealt with by them in the constitutional resolution to- 
which we have referred. So long however as the principle set 
out by the Joint Select Committee of Parliament is main- 
tained, we think it to be a proper course that the suggestions 
of the Commission for the special enfranchisement of women 
should be further investigated by the Franchise Committee. 

Gomtmmal representation. 

30. The Hindu-Muslim impasse. — The problem of com- 
munal representation has been rightly described by the Com- 
mission as a highly controversial and most imp03.’tant subject. 
On its solution will depend in no small measure . the- success 
or failure of the new constitution. 

The Commission's report contains a carefully prepared 
and closely i-easoned examination of the issues at stake. The- 
conclusion reached is that in the absence of agreement between 
the Hindus and the Muslims, the Commission* are com- 
pelled to assume in this matter, a continuance of separate- 
communal electorates ”. If there are to be communal elec-, 
torates, the outstanding question left for decision is the pro- 
portion of seats m the various provincial councils to be set 
aside for Muslim members. After expressing a hope that a 
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renewed elfort will be made between tlie two communities 
themselves to reach an accommodation, the Commission 
offer several general expressions of their opinion. They 
hold that in view of the weakness of the Mxislim minority in 
six out of the eight provinces, the jn'esent scale of weightagc 
in favour of Muslims in those six proAdnces may properly be 
maintained. On the other hand, the Commission range them- 
selves definitely against the full claim put forward by the 
Muslim community that, Avhile retaining their weightage in 
the six provinces, the present proportion of seats secured to 
Muslims b3’ separate electorates in Bengal and in the Funjab 
should be enlarged to figures proportionate to their ratio of 
jiopulation. (Seized with this dilemma, the Commission otter 
the Muslim community a choice between Iavo alternatives ; 
either, so it Avould appear, representation on a basis of their 
population in Bengal and the Punjab, but with the loss of 
Iheir Aveightage in the six provinces ; or joint electorates by 
mutual consent in Bengal and the Punjab and the existing 
scale of Aveightage elseAvhere. There has been no indication 
hitherto on the part of the Muslim community of any dis- 
position to accept either of the tAvo alternatives suggested 
for their consideration by the Commission. Nor has the com- 
munity given any .support to the scheme outlined in appendix 
Vni of the report for substituting for communal electorates 
a plan Avhich purports to combine joint electorates Avith the 
exclusion of candidates unacceptable to the community 
affected, 

V^'hile the Coramissiou hold the augav that, in the absence 
of agreement belAveen Hindus and Muslims, communal elec- 
torates must remain, the majority of the Indian Central Com- 
mittee believe that AAuder considerations must override the 
wishes of particular- communities, and recommend that 
communal electorates should be abolished. Their proposal 
is that in proAunces other than Bengal seats should be 
reserA’od in joint electorates either on a population basis or 
on their Amting strength, AAdiicheAmr may be more favourable to 
them, and that they should be permitted to contest other seats 
in general constituencies beyond the number actuall)' rose)'A’'ed 
lor them. I’lie Committee proposed that in the Punjab the 
Hindu and fSikh minorities should be giA'on the prmleg'e 
which they recommended for Muslim minorities elseAvhere. 
But for Bengal they suggested that there should be no 
separate electorates and no reserAuition of seals, and that the 
tAvo communities should vote together in a joint electorate. 
These majority recommendations of the Committee AAmre' ex- 
tremely distasteful to tAA'o out of ibe tliree Muslim memborfi 
of the Committee, and drcAv from them a vigorous minute 
of dissent. 
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Lastly, we take this opportunity to refer to the solution 
put forward in the IsTeliru report, whose authors took the 
line, first, that separate electorates must be completely dis- 
carded as a condition precedent to any rational system of 
reiireseiitaiion ; second, that the* reservation of seats for 
majority communities is indefensible ; and, third, that for 
Muslim minorities there should be reservation of seats, when 
demanded, in strict proportion to their population, with the 
right to contest additional seats for a fixed period of ten 
years. This solution was no more successful than other 
Gxxiedients which have been proposed ; and its failure to 
attract Muslim support was one of the reasons why the Nehru 
report was subsequently disoAvned by its own promoters. 

JSbice the publication of the report of the Statutory Com- 
mission little progress has been made by way of negotiation 
betiveen the tivo communities. We recognize the need for 
an agreed solution, and would be reluctant in this despatch 
to Avrite anything that might hamper agreement betAA’'een the 
I'epreseiitatiA'-es of the tAVo great communities themselA^es. At 
the same time aa'-c cannot disguise from ourseh^es that the 
prospects of agreement seem remote. When the last reforms 
were introduced, the LucIoioav pact held the field, and 
throughout the proceedings of the Joint Select Committee 
Avas given binding force. That pact is no longer acceptable 
to either party ; and if the decision of the problem be left to 
Parliament, unaided by agreement between the^ parties, no 
easy solution can be found on the lines of a maintenance of 
the status quo. The change effected by the vuthdraAval of the 
official bloc is also important, and brings the communal ques- 
tion into greater prominence, for AAuth the disappearance of 
the neutral element communities are driven to rely exclusiAmly 
on their oAvn representation.^ Their relative strength, there- 
fore, becomes a matter of still closer interest. 

We do not propose to traverse the arguments, theoretical 
and practical, against communal electorates. We are fully 
conscious that separate communal representation assumes a 
special significance as the responsibility of the executive to 
the legislature groAvs more complete. At the same time in 
agreement AAuth the Statutory Commission and Avith every 
provincial Grovernment, we are constrained to the opinion 
that the privilege which they now possess cannot and should 
not be taken away from the Muslim community against their 
wish. In provinces other than Bengal and the Punjab, every 
proA-Incial G-OAmrnment agrees that Muslims should retain 
their exi sling AA^eightage if they desire it, and Avith this expres- 
sion of opinion we agree. With regard to Bengal, the 
local Government state that there is irreconcilable dis- 
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agreemoiii, between their Hindu and irttslim members. The 
European members of the Govenunent have come to the eon- 
elnsion that representation on the ba.sis of population is the 
fairest method of distributing the seats in the general consti- 
tuencies : and that any weigbtage that is to be given to the 
non-Hnhammadaus in respect of tlieir wealtli, education or 
position should be aliowed for in the special constituencies. 
In the Punjab the position is singuiaiiy complicated owing to 
the rival claims of the three eomnxnuities ; the Muslims, the 
Hindus, and the (Sikhs. The official members of the Punjab 
have worked out a carefnllj* balanced scheme for the com- 
position of the new provincial council, which gives the 
Muslims a majority of two over Hindus aud Sikhs combined, 
and a proportion of 49 iier cent, of the house as a whole. The 
scheme satisfies neither the Muslim nor the Hindu nor the 
Siidi members of the Government, but in onv view merits con- 
.sideration, subject to remarks which we shall presently make. 


On the m<jrc_ general aspects of this baffling problem, 
we consider that it may be a legitimate grievance to depiive 
4\lnslims in the Punjali and Bengal of representation in the 
councils in proportion to their population merely' because 
of the weigbtage allowed to Muslim minorities elsewhere. 
At the same time we appreciate tlio objections to communal 
.majorities in the legislature guaranteed on a population l)asis 
at the wish of a majority community through coimmmal con- 
stitiioneios. Various suggestions have been put forward for 
meeting these objections. Assuming legislatures returned 
Irom geiieral pins special constituencies, it has been suggested 
t.iat in Bengal and the Punjab the general communal oonsti- 
tuoncies should he so distributed as to give no commmiitv bj^ 
ijiat means aloue a clear majority in the legislature as a whole, 
ine majority community could be given communal consti- 
Uiencies on the population basis, provided they did not con- 
stitute a majority in the legislature, to obtain which it would 
have to suTOGGd in returning members in elections to some, at 
least, oi the special non-communal constituencies. Another 
^iggestioii IS that put iorward by the official members of the 
(Tovernnieiit of the Punjab to which we have already referred, 
where the Muslims though liaMiig a majority of ‘two over 
J-lmclus and bildis combined would not command a, majority 
mi the house, the halaiiee consisting of two seats allotted to 
EuropGans and one each to Indian Christians and Labour. 
A tlnrcl sugpstion is that communal discriminations though 
^jihed to e eeiors .should not extend to candidates. Thus a 
Hindu would be eligible under' the electoral nile.s to represent' 
a klushm constituency and vice versa. 

The exisling difference., between the voting strength 
ni.d the numerical .strength of the various communities lie 
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at tlie root of the prosout difficulties. "When with the exten- 
sion of the franchise these ditferences disappear and the 
voting strength more correctlj’' reflects the population, the 
justification for communal electorates for majority com- 
- munities would cease. The perplexity which now presents it- 
self of deciding between the apparently irreconcilable claims 
of rival communities would have passed away. In this view 
the adjustments now to be made may be regarded as serving 
what we hope is merely a temporary purpose. We agree, 
as already stated, that the privilege of communal electorates 
Avhere thej^ now exist should not be taken away without the 
consent of the community concerned, and that such consent 
should require the votes of two-thirds of the meinbers in the 
legislature of the community concerned. But we attach 
importance to providing machinery in the Act for the dis- 
appearance of such electorates and for their future replace- 
ment by normal systems of representation 'more suited to 
responsible self-government on democratic lines. 

31. The representation of the Sikhs. — We have referred 
briefly in the preceding paragraph to the bearing of Sikh 
representation on the adjustment of communal proportions 
in the Punjab legislative council between the Hindus and 
the Muslims. The problem arises only in the Punjab. In 
no other province arc the Sikhs given separate representa- 
tion. Their communal electorates in ^ the Punjab date from 
the last reforms. The authors of the Joint Report, whose 
condemnation of communal electorates is well known, made 
an exception in the case of the Sikhs on the ground that in 
the Punjab they are a distinct and important people, who 
supply a gallant and valuable element to the Indian army, 
but who are everywhere in a minority and for that reason 
go virtually unrepresented. They accordingly proposed to 
extend to the Siklis, and to the Sikhs alone, the system 
already adopted in the case of the Muslims. The Sikh claim 
was specially considered b^'" the Franchise Committee of 
1918-19 and the^T" were given 12 out of 94 seats in the Punjab 
legislative council. They have consistently expressed dis- 
satisfaction with 'this proportion, and Sikh leaders have 
adhered to a claim that they should have not less than 30 per 
cent, of the total seats. The present position, as we 
understand it, is that the Sikhs are prepared to accept joint 
electorates provided that the Muslims agree, but that if 
communal electorates are retained in any province they 
should be assured in the Punjab of representation on the 
basis at least of their voting strength. As the voting* strength 
of the Sildis on the present property qualification is consider- 
ably in excess of their proportion of the fj.opulation, this claim 
could be accepted only at the expense of the Muslims or the 
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Hindus. The proportion given in the scheme prepared by the 
official members of the Government of the Punjab, though 
higher than the population basis, is less than the voting 
strength of the Sikh community. In his minute of dissent the 
Sikh Minister of the Punjab has exjiressed a warning that the 
arrangement proposed by the official members is not accept- 
able to two powerful communities, and that they are not 
prepared to surrender on the point. Put in its crudest form,, 
the claim made by the Sikhs is that the British conquered 
the Punjab, not from the Muslims, but from themselves ; 
and that if responsible self-government is now introduced, 
they will not submit to a system which places the Muslims 
in a ijermanent majority over both Hindus and Silchs com- 
bined. Wo have given careful consideration to these diffi- 
culties, but so far as the Sikhs are concerned are unable to 
propound any better solution than that put forward by the- 
official members of the Government of the Punjab. 

32. The representation of Europeans. — ^With the other 
classes of communal representation we can deal more briefly. 
There can be no doubt that for the representation of 
Europeans their existing seiiarate electorates must be main- 
tained. We accept the principle that their representation 
should, if possible, be in its present proportion, and in pro- 
vinces where they at present rely on nomination they should, 
in our view, if this be found practicable, be returned by their 
own electorates. 

33. The representation of Anglo-Indians. — We agree 
that as regards the nnmber of Anglo-Indian scats the object 
in view is to secure to the community an adequate o^jpor- 
tuuity of making its views Imomi in the legislature through 
suitable representatives ;• and that 3io question arises of 
trying to allocate seats on the basis of sucli factors as popu- _ 
lation and political influence. The community is faced Avitli * 
very special problems of its own. Its main interests may be 
summed up as entry to the services and educational facilitic.s. 
So far as concerns the former the field of employment which 
is of "parlicular intej‘e.st to the Anglo-Indians is to he found 
under the central Government, especially in the Railways and 
the Telegraph department, and in a later passage We refer 
specifically to the possibiliiv of giving such protection as niay 
be ]U'actieable to their position on the railways. Rut their- 
educational problems fall vuthin the provincial sphere, and 
we regard it as important that they .should be enabled, parti- 
cularly from this point of view, to make Icnown their needs 
mid their case. Subject to further investigation by the- 
Pranchise Committee,^ we are disposed to accept the .sugges- 
tions of the Commission for increasing the total number of 



fcjeats allotted to Anglo-Indians, and to think that wherever 
possible tjjeir representation should for the present be by 
separate electorates. 

31. The representation of Indian Christians. — The Com- 
mission state themselves to have been impressed by the 
fact that a representative deputation of In^an Christians 
which met them in Delhi evinced their readiness to be merged 
in general electorates, and for that reason they have recorded 
a decided preference for the reservation of seats in the 
case of In^an Christians in place of separate electorates. 
The present position is that Indian Christians have seiDarate 
electorates in the Madras Presidency where the community 
is particularly strong and returns five members ; everywhere 
else any representation they have is by nomination. Prom 
representations made to us since the publication of the Com- 
mission’s report, we understand that the Indian Christians 
of Madras are far from ■^villing to surrender their separate 
electorates, and we endorse the view of the Government of 
Madras that the community in that province should not be 
deprived of its privilege %vithout its consent. Promncial 
replies indicate that in some provinces reservation of seats 
may present considerable difficulties, and that Avhere separate 
electorates cannot be formed, the Indian Christian community 
may still need to rely for its representation on nomination 
by the Governor. 

’35. The representation of the depressed classes. — The 
suggestions made by the Commission for the representation . 
of the depressed classes have been much criticized by tho 
provincial Governments. The difficulty of framing for each 
province a definition of the “ depressed classes ” is probably 
inherent in any scheme for the special representation of 
this class other than by nomination ; but the Commission’s 
proposals place a peculiarly embarrassing duty on the 
Governor to certify candidates authorized to stand for the 
depressed classes ; and the proportion of representation 
which the Commission suggest, namely, in the ratio of three 
quarters of the proportion of the depressed classes popula- 
tion to the total population of the electoral area of the 
provinces, seems likely to be unduly high. The Government 
of the United Provinces have calculated that in that province 
the . Commission’s proposal would result in the return to 
the provincial legislature of no less than forty members in 
place of the single nominated member who at present 
represents the community. The whole problem of the re- 
presentation of the depressed classes will require care- 
ful investigation by the Franchise Committee ; and at tliis 
. stage we only vdsh to make plain that in our view their 
adequate representation should be secured by the best means 
that may be found practicable. Though there are some- 



differences of opinion ^\itliin the community, recent meetings 
of depressed classes associations have re-affirmed their belief 
in separate electorates. 

36. The representation of non-Brahmins in Madras, — 
We agree that the reservation of seats for non-Brahmins in 
Madras is no longer necessary. 

37. The representa-tion of Mahrattas in Bombay. — The 
recommendation of the Commission is that the time has not 
yet come for tlie abolition of reserved seats for Mahrattas ; 
but that it may be possible to abandon reservation in some of 
the constituencies in which seats have hitherto been set aside 
for the Mahratta community. The local Govermnent have 
expressed no opinion, and, pending further examination hy 
the Franchise Committee, we retain an open mind. 

Special representation. 

38. The universities. — ^We come now to special, as 
distinct from eoinimmal, representation. The Indian 
university seats date from the time of Lord Dufferin ; when 
they were instituted in the anxiety to make use of auy 
corporate body of opinion that then existed. When the 
present reforms were introduced Lord ChehnsforcFs Govern- 
ment found some difficulty in reconciling themselves to 
their retention. The Statutory Commission, though with 
considerable hesitation, recommend that they should he 
preserved, hut the nuinher of seats shoidd not be increased. 
Ail provincial Governments, except tlie Government of Bihar 
and Orissa, agree in retaining university representation, 
and the same view is taken bj’- the Indian Central Committee. 
In face of this evidence we are prepared to accept the con- 
tinuance of special- miiversity representation, but we take 
the opportunity to express agreement with the suggestion 
of the Indian Central Committee, which is supported also 
hy the Governments of Madras and of Bengal, that in order 
to secure a more adequate representation of learning and 
the return of representatives possessing special academic 
qualifications, the franchise in these special constituencies 
should not extend to graduates generally, hut should he 
confined to members of the Senate or the governing body. 
-We would observe that this change would not disfranchise 
the general body of gradnate.s, who may be expected to 
i-etain their votes in general constituencies, even in the 
absence of the new literary franchise qualification wliieb the 
C’ommi.csiou lun’e proposed. 

39. The great landholders. — The Commission deal at 
.some length with the special representation of the great 
Inudholrlers, and come to the conclusion that since persons 
possessing the special franchise qualifications proscribed for 



laiidliolders ’ constituencies have been returned in consider- 
able numbers for g’eneral constituencies, their special repre- 
sentation is no longer required and should be abolished. 
The recommendation of the Statutory Commission conflicts 
ydth the view expressed by the Indian Central Committee 
that this class of special representation should be retained. 
Every iDrovincial Government, except the Government of 
Assam where there is no special representation of land- 
holders, agrees with the Indian Central Committee, and con- 
siders that the special representation of the great landholders 
is still needed, in view both of the position of that class in the 
country and of the steadying effect which it is likely to have 
in the new’ legislatures. The suggested abolition of their 
special representation has been received witli feelings of 
resentment and dismay by the great landholders themselves, 
and one of tlm iirst steins wdiicJi they took on learning of the 
proposal 'was to form a representative delegation to present 
to His Excellency the Viceroy an address, containing a 
■weightj^ protest against the wuthdraw’al of their present 
privilege. Particular objection has been taken by the land- 
lords themselves to the suggestion made by the Commission 
that, in the event of their failing to secure representation 
equivalent to tlie present number of their special constitu- 
encies, their representation should be obtained by nomination. 

We have ourselves no hesitation in holding that this 
form of special representation should continue. Both the 
arguments and the statistics used by the Commission might 
to our mind have been used wnth equal effect to destroy the 
special representation either of commerce or of (he univer- 
sities, both of wdiich the Commission retain. We have no 
reason to think that there was any intention on the part 
either of the authors of the Joint Beport or of the Franchise 
Committee, over wdiich Eord Southborough presided, to 
restrict the landholders to representation by their special 
constituencies. On the contrary, there w’-ere at the time 
frequent expressions of the view that their entry into political 
life should be encouraged. The success in general con-, 
stituencies of persons possessing the special landlord quali- 
fication can rightly be regarded as a healthy sign of a 
gi-eater readiness on the part of a conservative class to 
recognize their obligations and take up political responsibi- 
lities under an increasingly poinilar system of Govern- 
ment._ But prejudices still survive, aiid unless special 
constituencies are retained, many leaders of this important 
class may still be unwilling to expose themselves to the 
hazards of election by genei’al constituencies ; and those 
landholders who are elected by general constituencies may 
prove' to be unrepresentative ' of the landholding interest. 



Such questions as tenancy and land revenue measures may 
be expected to occupy more jirominently the attention of the 
IDi'Ovincial legislatures in the near future, and in the con- 
troversies likely to ensue the landlords can reasonably claim 
that they should not be deprived of their special representa- 
tion, at a time -when the extension of the franchise may well 
increase the difiBculty of their securing' representation on a 
general register. 

We do not commit ourselves to the acceptance of any 
principle that in the new legislatures the special representa- 
tion of the great landholders should be proportionate to 
their loresent scale. One difficulty in acceiDting a principle 
of that kind is that the electorates for these special con- 
stituencies are necessaril}' small, and cannot be uudened by a 
lowering of the qualification without destroying the value 
of the representation gtyen. The general view of the 
provincial Governments is that there should be some in- 
crease in the number of landlord seats. The Govei'n- 
ment of Bombay and the Government of the Punjab each 
sitggest one additional seat to the present representation 
of lajullaolclers in those provinces. In Bengal the extent 
of the representation of landholders in the lower house 
may depend upon the establishment of a second chamber, 
ancl similar considerations may govern the special re- 
presentation of landholders in the United Provinces 
and in Bihar and Oi’issa. The precise extent of their 
representation is therefore clearly a matter for investiga- 
tion by tJie Franchise Committee. But on the broa^l issue 
wliether or not there should be special constituencies for 
the representation of the great landholders, we have no 
hcsitalion in accepting the view of the Indian Central Com- 
mittee and of the provincial Governments that they should be 
retained, both in the central and in the provincial legislatures. 

40. Commerce and industry. — We endorse the proposal 
of the Statutory Commission that the .special representation 
of commerce and industry should he preserved. We see 
no reason to differ from the detailed recommendations which 
some provincial Governments have made in this matter. 

41. Labour. — The special representation of labour is 
an exceedingly difficult problem. When the present reforms 
were introduced, schemes were drawn up by the Govern- 
ments of Bombay and Bengal in response to a recommenda- 
tion of the Joint Select Committee of Parliament to form 
sjiofia! coiistitnoncies for wage-earners in the cities of 
8omhay and Calcutta. On further consideration the Joint 
Select Committee of Pailiament decided that it would he 
iinijolitic to persist in an experiment which those hest'qnali- 
fied to judge regarded with considerable misgiving.s, and in 
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consequence the representation of labour was left to nomina- 
tion by the Grovernor, six seats being set aside for that pur- 
pose, and distributed between the provinces of Bombay, 
Bengal, Bibar and Orissa and Assam. 

The problem was next considered in 1924 by the 
Beforms Enquiry Committee which recommended that the 
representation of factory labourers in the provincial councils 
should be increased, and that the local Governments 
should be asked to formulate proposals. The Com- 
mittee expressed the opinion that, if possible, representation 
should be by' election. On examination it was not found 
X)ossible *to introduce an elective system in any province, 
aird the action ultimately taken on the Committee’s recom- 
mendation was merely to add four nominated seats, two in 
Bombay, one in the Piuijab and one in the Central Provinces, 
ghung a total of ten seats in the nine provinces including 
Burma. It was recognized at the time that criticism 
might be directed to the fact that the only response - 
to the recommendation of the Committee Avas "to increase 
from six to ten the number .of seats definitely assigned to 
the representation of labour in a country which claims a 
prominent place’ in the industrial countries of the world and 
whose legislatures are avoAvedly designed to give separate 
representation to separate classes of interests. It was felt 
however that in spite of the actual and potential importance 
of India as an industrial factor in the Avorld’s economy, 
her AvorJccrs Avei’e not then sufficiently organized or sufficiently 
differentiated in aim or outlook from the general population 
to warrant the creation of artificial means whereby they 
might be provided with representatives in the legislatures.- 
TAe conclusion therefore in 1926, as in 1920, Avas that all that 
was necessary or possible Avas to enable -the point of AueAV 
of the still immature Avorkers’ organizations to be effectively 
A’-oiced by competent exponents who had made it their special 
study. 

• f 

The Indian Central Committee have recognized that un- 
organized labour must remain unrepresented until the 
franchise has been loAvered to a sufficient degree to enable 
them to win representation in the general constituencies ; 
but, holding the Anew that India is on the threshold of a 
great industrial development, they regard it as of the highest 
impoi’tance that means should be provided by which organized 
labour may be enabled to make its Avants knoAAui in the legis- 
latures through representatives of its oAvn. The Committee 
accordingly proposed to set apart eighteen seats for the re- 
presenfation of organized labour in the eight proAUticos and 
recommended that in Bombay four seats should be reserved 
for labour in four general constituencies, and that in the 
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other proviuces representation should he hy separate elec- 
torates. 

The Statutory Commission proceed with greater caution 
and, Major Attlee dissenting, suggest that, pending further 
investigation by the Eoyal Commission on Labour in India, 
in every pro\’ince the Governor should have the" duty of 
drawing up rules for securing labour representation by the 
means which in existing circumstances are the best avail- 
able. If the Governor finds that for the present he must 
still resort to nomination, he should consider whether there 
are suitable labour organizations which he might consult 
before making his choice. 

We accept the principle that the special representation 
of labour should remain, at least until such time as with the 
extension of the franchise the great majority of their numbers 
qualify i'or a vote in the Ordinary constituencies. We would 
prefer that their representation should Avhere possible be 
by election ; but are bound to admit that the possibilities of 
this still seem remote. Three provincial Govermnonts, 
namely, those of the United Prordnees, the Punjab and 
Assam, make it clear that they see no present alternative to 
nomination. We are ourselves reluctant to throw the whole 
burden of decision on the Governor in i^erson and avoaiM 
recoinmond that the problem should he further exami?ied hy 
the Franchise Committee, before decisions ai*e taken cither 
as to 1he mode or the extent of labour representation on the 
neAV councils. 

Provincial executives. 

42. Unitary Cabinets. — 'Wq accept the recommendations 
of the Statutoiy Connni.ssion that the provincial Cabinet 
should ho unitary Avith OAmry member accepting responsibility 
for the Avhole policy of the provincial Government. We agree 
that ])rovi,sion shonld he made that the only vote of censure 
which could he proposed Avould he one against the ministry as a 
Avholc carried after due notice. We also endorse the sugges- 
tion that the existing scale of salaries slionld he alterable only 
by a provincial statute. 

43. Official ministers. — ^More difficult questions arise out 
of tlio .suggestion that AAdien foi-ming his Cabinet the Governor’ 
acting under the superintendence and control of the GoA'cmor 
General, .should decide Avhether or not to include in if one or 
more non- elected persons. The Commission propose that 
sncli persons, if included A\ithin the Cabinet, should become 
ex-o-fficio roembor.s of the legislature and they haA^e indicated* 
that they Avould, so they conceh'e, ordinarily he experienced 
officiids. 

There is sonic A-arioty of A'iev^ in the reports of the 
provincial Governments on this proposal. The Government 
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of Madras would iDrovide that no other than an 

elected member of the legislatufe should be appointed to 
the ministrj^ except on the recommendation or with the con- 
sent of the chief minister. The Government of Bombay 
would exclude ministers appointed from outside the council 
on the ground that their inclusion -would be contrary to the 
principle of responsible government. There are differences 
of opinion among the members of the Government of Bengal ; 
some favour a statutory' rule requiring the presence of an 
official in the, ministry ; others prefer to leave it to the 
discretion of the Governor ; and others again are oiDposed 
to anj' official element in the Cabinet. On the other hand 
all members of the Government of Bengal are agreed that, 
save an official, no person who is not already a member of 
the legislature should be eligible for inclusion in the ministry. 
Some go further, and would make nominated members in- 
eligible. The Government of the United Provinces Jiave 
made an exceedingly interesting examination of the implica- 
tions and possible consequences of an official minister in the 
Cabinet. His Excellency the Governor and the service 
mombej* of his council favour inclusion, but thr= other 
members of the Government consider that a principal secre- 
tary -would be more in keeping with the general scheme of 
the new constitution. All members of the Government of 
the Punjab, official and non-official with the exception of one 
minister, -would specifically exclude any official minister. 
In the course of their comments the official members of the 
Govennneut state that this is a feature of the proposed 
constitution which has been specially singled out for attack, 
and that it has been and will be used as an argument to prove 
that the responsibility of the Cabinet is intended to be unreal. 
In order that no ground should be left for this allegation, the 
official inembers of the Government of the Punjab are pre- 
pared to abandon any official element in the future Cabinets, 
pi'o video that other provision be made to secure to the Gov- 
eritor tiie advice wdiich he will need. A very similar line of 
reasoning is found in the letter of the Government of Assam, 
■who stale that the mere retention in the hands of the Gov- 
ernor of the powder to appoint an official is likely to be misun- 
derstood and to engender suspicions detrimental to the accept- 
ance and working of the ne-w constitution. The Government 
of Bihar and Orissa hold that owing to difficulties in its 
operation the appointment of an official minister will be the 
exception rather than the rule, and that this device for mak- 
ing official experience available for the ministry and for the 
Governor will not ordinarily be effective. They ^vould, how- 
e-^-fcr, accor)t the provision in the discretionary form suggested 
by the Connnission to meet exceptional circumstances. . for 
instance, the temporary appointment of an official to a\'oid an" 
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inlerregiiuni. The preponderance of opinion in the Govern- 
ment of the Central Provinces is that all members of the Cabi- 
net shonld he chosen from the legislature. 

The suggestion that the appointment to the Cabinet of 
one or more officials should be discretionary with the 
Governor has certainly been distasteful to Indian opinion, 
and we are impressed by the general consensus of opinion 
in the replies of the provincial Governments that an official 
minister would be difficult to maintain in office against the 
wishes of his colleagues and would be ineffiective. We have 
no hesitation in holding that there should be no statutory 
3 ’equirement for the inclusion of an official in the provincial 
Cabinets, or in the Cabinet of any particular Governor’s pro- 
vince. We would be reluctant, however, to depart from tlie 
recommendation of the Commission that there should be a 
discretionaiy power with the Governor to make such appoint- 
ment should circumstaneos so require. We can conceive a 
situation arising in more than one province in which 
minister.s may welcome an official colleague possessing wide 
adininistrative experience, and in times of communal tension 
ministers may themselves wish to place a particular portfolio 
in the charge of an official, whose impartiality would bo above 
suspicion. In Bengal there is the risk, to which the local Gov- 
ernment lefer, that it may be difficult to find non-officials 
willing to take on themselves the responsibilities for law and 
order in the lorovince. We have no doubt that, before 
appointing an official, the Governor would first have informed 
himself fullj- of the probable attitude of the other members of 
the Cabinet, and on the whole we think it likely that .gn official 
raembei would seldom he appointed, and that, if appointed, 
his appointment would rest on general consent. But for the 
reasous which we have given we agree with the Commi.ssion 
that the Gove.rnor should he free to exercise discretion in tiie 
mntler. A suspicion exists that the appointment of officials 
may bt? used to restrict the scope of responsible self g(>vorn- 
nieni, hut Ave have endeavoured to explain that, in oar view 
of the use which the Governor Avill make of his discretionary 
power, siu*li_ suspicion is. nnfonnded. If, howeAmr, it was 
tnougbt dosirahle, we Avould agree to a suitable provision on 
the jDnihfqi^eing inserted in the Instrument of Instruct] qns to 
Governoi-sX 

One of oi^ colleagues, however, finds liimself unable to 
accept the posilfvP^^ Avhich we haA'e adopted on this matter, 
and considers Governor should possess no power to 

appoint official Avhose presence in the Cabinet our 

colleague finds himsinj^ unable to reconcile with the principle 
of joint re.s;p5t)«ibility. ' 
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44. N<)n-elected non-officials. — ^With regard to tlie inclu- 
sion in the Cabinet of non-official noh-elected persons, we con- 
sider that objections can be met by provision on the lines of 
sub-section (2) of section 52 of the present Government of 
India Act that, save an official, no minister shall hold office 
for a longer period than six months, unless he is or becomes 
an elected member of the legislature. 

45. Communal representation in the Cabinet. — Minority 
communities attach great importance to securing* representa- 
tion in the Cabinet, and disappointment has been expressed 
at the conclusion* reached by the Commission that it is 
impossiljle to have any rigid and formal provision in. the 
matter. The claim that Aluslims should be guaranteed 
Cabinet representation was put forward as one of the de- 
mands of that community in the resolution of the all-India 
Muslim Conference which met at Delhi, on the 1st January 
1929, and the counterpart to the Muslim demand is found in 
claims' put forward, for instance, On behalf of Hindus and 
Sikhs in the Punjab. The problem is discussed at some 
length in the letter of the Government of the United Pro- 
vinces, and interesting references to the attitude of the Sikhs 
and of the Hindus in the Punjab will be found in the minutes 
of the Hindu and Sikh Ministers respectively of that province. 

"We agree that for the reasons which the Commission 
have given it mil be difficult to make statutory provision 
guaranteeing representation in the Cabinets to minority com- 
munities. The view which we take is that in practice the de- 
sire for peaceful administration will in the natural course of 
events lead the majority to enlist representation from other 
communities in the formation of the Cabinet, and further in- 
ducement in the same direction mil be derived from the par- 
liamentary value of minority groups. Wo believe, therefore, 
.that where the minority is influential and commands support 
in the legislature, it will be able mth some confidence to count 
upon Cabinet representation ; where the minority is small, 
the prospect of its D’cpresentation must necessarily be more 
doubtful. We do not fail to recognize the strength of minor- 
ity apprehensions regarding the composition of the new execu- 
tives and for that reason we are prepared, if iio other 
means of meeting* these apprehensions can be suggested, to 
give a general support to the suggestion iDut forward bj^ the 
Government of the United Provinces that the Instrument of 
Instructions to the Governor should include an obligation to 
attempt to secure representation of ^ minority community 


* Volume II, para. 55. 



40 


ill the Cabinet, where such luiiiority is in liis opinion of suffi- 
cient importnnce to warrant it. 

40, The chief minister. — ^It follows that we do not con- 
template leaving the selection of ministers to a chief minister. 
The formation of the Cabinet must be recognized to be a 
responsibility imposed by the constitution on the Governor. 
The position lias to our mind been correctly stated by the Sta- 
tutory Commission. We share with the Coimnission the 
expectation that there will ordinarily be a chief niiuisLer 
whom the Governor would consult before appointing other 
ministers. But the minority problem makes it essential that 
there shonld he no constitutional requirement for the aiipoiiit- 
ment of a chief minister in all provinces. The misgivings 
of the minorities would be immensely aggravated if the 
function of the Governor were to be limited to selecting a chief 
minister and leaving to him the choice of his colleagues. 
That method might he found appropriate in some provinces 
where the minority problem is not acute and where political 
conditions are comparatively advanced, and we have no doubt 
that there, while the constitutional rosi^onsihility vull continue 
to rest with the Governor, the precise relationship between 
Ihe Governor and the chief minister in the formation , of the 
Cabinet would rapidly come to be governed by convoii lions 
locally established. In other provinces where conditions may 
he less favourable, public feeling may require tliat the solectioii 
of each member of the Cabinet patently rests with the Gover- 
nor alone, though exercised, as it must inevitably be, after he 
has iuforiiiod liimself of the state of political opinion and 
the rolalive position of the various parties* in the legislature, 
lu bucl; provinces we anticipate that Cabinets may for some 
rears to come require to be formed definitely on coalition, 
lines. 

47. The Cabinet secretary. — ^The improbability on which 
we have remarked that reliance can he placed on the presence 
in tlie iJrovinciai executives of official ministers has dii'ected 
increased attention on the part of the provincial Goverjunents 
to the suggestion made by Ibe Commission^ that there should 
be cstablisJied a post of secretary to the Cabinet hold by a 
civil so-vain who would not only be responsible for keeping 
the ■'•ect rd, but would have direct access to the Governor. 
The r./ficial members of tlie Govornmojit of the Punjab have 
taken up thi.s suggestion, and give it pi’ominence as a condi- 
tion of their assent to the abandonment of official ministers. 
Thev coulemplate a principal secrotaiy who %vould also be 
the (. abmet secretary, but with enlarged functions and in close 
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touch with the Governor, the ministers and all depart- 
ments of the secretariat. Similar support is given to the 
proposal hy those members of the Government of the United 
Provinces who do not favour an official minister. On the 
other hand, the Government of Madras, while they 
support Ibe appointment of a Cabinet secretary, place 
him definitely under the control of the chief minister and 
allow him no access to the Governor without the knowledge 
of the ministry. In other provinces recognition of the need 
for supplying the Governor with competent official advice has 
produced suggestions which, while they coincide in their in- 
tention, diffier in their form. The Government of Assam ad- 
vocate" the appointment of a financial adviser of high stand- 
ing, who would be the head of the Civil Service and outside 
Cabinet.' The view personally expressed by His Kxcellency 
the Governor of Assam is that he regards the presence of a 
financial adviser as a necessary condition for the establish- 
ment of a fully responsible Cabinet, and that it is only on the 
understanding that such an appoinlmout would be guaranteed 
that lie i.s able himself to recommend for Assam the appoint- 
ment of a ministry entirely drawn from the legislative council. 
The sngge'=ition is put forward not only on the ground tliat it 
will be necessary to supplj’’ expert advice on financial and 
revenue matters to individual members of the Cabinet or the 
Cabinet as a wliole, but to ensure that the Governor shall be 
able to rely on administrative experience of a high order in 
the event of. a breakdown, and to secure the efficient working 
of, the permanent civil service. The views of the Govern- 
ment of the Central Provinces tend somewhat in the same 
direction. They hold that the need for expert advice to the 
ministry and the advantage of having an official of standing 
in close touch with the Governor and bis ministers ai'e parent. 
T’hey suggest that the best plan for securing this advantage 
will be to arrange for a financial or revenue adviser or 
Commis.sioner, who might attend Cabinet discussions When 
his presence was desired by the Governor or the ministers, 
and they believe that such a plan Avould be preferable to 
that of a Cabinet secretary standing in some special relation 
to Ihc^ Governor. The Government of Bengal support the 
Commission’s proposals for the appointment of a Cabinet 
secretary, but recognize that the Governor may still be left 
in ignorance of important facts affecting the administration. 
They suggest that the Governor should have an expert ad- 
visor on his personal staff. The need for smTolying the Gov- 
ernor with special official assistance in the discharge of the 
onerous responsibilities which will pass to him under the new 
system is nowhere more stronglv exuressed than in the letter 
of the Government of Bihar and Orissa. The duties likely to 
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fall to tlae expert adviser are discvissed, and His Excellency, 
tlie Governor presses for an appointment of that Mnd, to 
ensiiJ'e that the Governor is in a position to carry ont his 
duties. 

Through these comments there runs a double line of 
thought. The first takes the point that the Cabinet itself Avill 
reqiiiro assistance not only for the maintenance of its re- 
cord, hut also that the members may have the benefit of past 
experience of Cabinet administration secured by a continuing 
post. The second line of thought relates to what we regard 
as a distinct problem, namely, the necessity of giving the 
GoAmimor the assistance of experienced advice, more - parti- 
cularly for the due exercise of bis overriding irowcrs. 

Of these two i-equirements the first could, in our view, 
he met on the lines suggested hy the Commission for the 
appointment of a Cabinet secretary. Such an officer would, 
as the Commission propose,"* “ have direct access to the Gov- 
ernor, so that, whether His Excellency was present at a giv{>n 
meeting or not, he would he kept impartially and fully in- 
formed of the course of business \\ He would, as in England, 
ho llio servant of the Cabinet ; his function would be to assist 
the Cabinet in the discharge of its duties and, though it 
would of course be open to him to approach the Governor 
on ai.\ raatlei', he would not do so without the cognizance of 
ministers. 

48. Official advisers to the Governor. — We recognize the 
need which Governors rvill feel for experienced ad%dcc in the 
exorcise of their overriding powers. There may he special 
circumstances in some provinces requiring special treatment, 
hut, as a general practice, we contemplate, and to this 
we attach importance, that the various secretaries to Gov- 
Bmment vfill continue to have access to the Governor. 
SSI’e anticipate that ministers will themselves approve this 
contmuance of the present practice hut mil expect, and in our 
opinion reasouahly, that thej’’ should he kept informed of any 
oommiinications made to the Governor hy their secretaries. 
We are indeed doubtful whether it is i^ossible in this matter 
of supplying the Govornftr with experienced advice to make 
precise or specific provision. The Govoinor must he free to 
obtain advice from any source that he may select, and much 
will, of c'our.'je, depend on the Governor's own personality. 
We would assume that the local practice which may vary 
from province to province would grow and develop in such 
direction a? local cireumstauees may render appropriate. 
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49. The overriding powers of the Governor. — It is 
generally recognized that for the reasons given by the Com- 
mission^' it wonld be neither practicable nor desirable at once 
to create the position that the Governor should be bound 
on all subjects by the advice of his ministers. The need for 
overriding powers is admitted by all who appreciate the 
ultimate responsibilties, which Parliament must still retain 
for the administration of Government in the provinces, and 
not the least of relevant considerations is the reliance which 
the minority communities will repose in the Governor for 
their protection. 


Under the present constitution the powers of the Gov- 
ernor to override his ministers are theoretically unrestricted. 
With the exception of the Governments of Bombay and of the 
Central Provinces all the provincial Governments accept the 
views expressed by the Commission, first, that in the new pro- 
vincial constitutions the Governor should, on the administra- 
tive side, be given statutory power to direct that action should 
be taken otherwise than in accordance with the advice of Ms 
ministry only for certain specified purposes ; and, second, that 
in all such matters the Governor should be subject to the 
superintendence, direction and control of the Governor 
General. Similarly it is agreed that the purposes for wMcK 
the Governor is given overriding powers should be statutorily 
expressed. 

The view taken by the Government of Bombay is that, 
while the Governor appears to be the only authority to whom 
overriding powers can be entrusted, his responsibilities are 
so gTeat that with him must remain all powers not expressly 
transferred to the ministry and to the legislature and that it 
might be preferable not to embody these powers in the rigid 
language of the statute. On the other hand, the argument 
developed by the Government of the Central Provinces ques- 
tions the use of overriding powers over the normal adminis- 
tration of a ministry, and suggests that they should be left 
vague so as to cover only the oMigations imposed on the Gov- 
ernor by his Instrument of Instructions. 

The view which we are disposed to take is that the over- 
riding powers of the Governor should be defined in the statute^ 
but that no closer definition should be attempted than is made 
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hy tiK' Commission.'' If the powers were to 
be so precisely specified as to be capable of judicial 
inlcrprclalion,* a tendency might arise of subjecting all pro- 
ceedings of the ministry to the test of the overriding powers 
of the Governor. Any such tendency would in our view be 
wholly inconsistent with the spirit of the new constitution, 
and, if jjiivsned, might Avell prejudice the entire scheme of the 
reforms. We are aware that some sections of Indian opi- 
nicoi ivith ivhich one of us is in agreement would 
favour restricting the first of the overriding powci-s 
mentioned by the Commission to the subject specifically of 
law and order. But those who hold that view appear to us 
to overlook the essential point that the purposes of interven- 
tion are not necessarily co-terminous with the administration 
of particular subjects. At the same time we wish to make 
it clear that we anticipate that the use by the Governor of 
his overriding powers will be infrequent and res,erved for 
exceptional occasions, when no other course seems appro- 
priate. 


There is one new category of overriding powers suggested 
by the official members of the Government of the Punjab on 
which some brief comment is needed. The proposal which 
they make is that the Goveimor should possess special powers 
to secure the financial stability of the province, and they 
explain that they have in view some po^ver to defer too 
busty action, in the interest of the broader financial issues, 
uihe particular instances which they cite are the re- 
li:^uishment of substantial revenue, or the acceptance of 
■'--(arJe schemes hivolving progressive recurring revenue expen- 
ditur\^j which could clearly only be financed eventually by re- 
course^d f;o extraordinary receipts or loans. It seems clear that, 

though V matters the use bv the Govemoi- of over- 

riding pr 



We aie agree with the Commission that such a 

undesirable, and should prefer to 
^ , , ' xGoverjior’s pei'suasion and guidance to prevent 

overhasty - W •* 

flio rtnvpvunr’s suggestion of tlic Commissionf that 

bv certification securing the passage .of rejected bills 
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siiould correspond to the range of liis special powers to 
control executive action. 

50. Fundamental rig-hts. — dt " has been represented 

to us that the overriding powers of the Grovemor 

for the i^rotection of minorities will be ineffective, 

and we haA’-e been strongly pressed to proAude sepa- 
ralely for this j^urpose by a recital in the Act of funda- 
mental rights. In the time at our disposal it has not been 
possible for us to examine the question fully or in particular 
to iiwestigate the difficulties, AAdiich arise both as regards the 
definition of sucli rights, and the selection of means by which 
they could be made effectiA^e. The subjects to be coA^ered by 
these rights are by no means matter of agreement. Their 
nature AA’^ould require careful scrutiny. If they are exxoressed 
in the constitution merely as so many general iDolitical 
maxims, they a^i'.e unlikely to seiu^e the xmrxaose for Avhich 
they are frame(tU^)lhi;^i'dh6 other hand, at first sight there seem 
to us to be objections to making at least some of such rights 
justiciable. If administratwe decisions of all kinds can 
be taken to the courts, graA’e disadAmntages and em- 
barrassments may be exxDectcd to ensue. There may, 
hoAvcAT-er, be some via media betAA'een these tAvo alternatiA^'es. 
We refrain therefore at this stage from pressing our consi- 
deration to a final conclusion, but Ave remark that, oAving to 
the importance Avhich the minority coimnunities in particular 
attach to tliis matter, it is likely to form the subject of Jreen 
discussion at the Round Table Conference. 

51. Emergency provision. — ^IVhile Parliament remains 
resiDonsiblc that there are GoA^eiumcnts in the x^roA’-inces, and 
that they function, sxDecial x^rovi.sion is needed in the constitu- 
tion for a state of emergency in the OA^ent of a breakdoAvn of 
the const itution. There has been little criticism of the sugges- 
tio])s made b^’" the Commission''" to A^est the GoAmrnors Avith ad- 
ministrative x^owers for that purpose and, subject to fur- 
ther examination in detail, AAm accex3t their xn‘oposals in prin- 
ciple. We remark, hoAA"eA?-er, that iinder the present consti- 
tution GoAmriiors do not possess x^oAvers corresponding with 
those of the GoA'crnor General to make and 
ordinances, and it has been suggested to us that if x^oAvers 
of that description Avere noAv to be given to them,_ it might 
be x^roper to make the use of the x^OAver, exeex^t in sudden 
emergencies, subject to the consent of the GoA^eimor General. 
We put foi’Avard this suggestion for your consideration. 

52. Bacicward tracts. — The xDroA’ision in section 52-A 
of the GoA-ernmont of India Act empoAA^ering the Governor 
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Goiiei-al i)i Coiiucil to declare ain' territorj'^ hi British India 
to be a backward tract dates from the last reforms. 
It originates in the recommendation made^' in the Joint 
liejjort that the tj'picallj'^ backward tracts, where the 
people are primitive and there is no material on which 
to found political institutions, should be excluded from the 
jurisdiction of the reformed provincial Governments and ad- 
ministered by the head of the province. Much care and con- 
sideration were spent both in the selection of areas declared 
baotward tracts, and in the arrangements made for their ad- 
ministration. Broadly speaking*, the result Avas the creation of 
tA\o classes of backward tracts, those Avholly and those 
partially excluded from the jurisdiction of the reformed 
GoA’crnments. In the latter there are considerable^ Auiria- 
tions in the degree of their exclusion. 

The Commission recognize that ther^ -^’e areas the in- 
habitants of Avhich are in a Imver sVa£lpf£iZ''rdvilization than 
their neighbours ; and agree that for such areas special 
arrangements are necessary. Their first suggestion is that 
it may be found that in one or two cases an area now notified 
as a backward tract is so advanced that its special treat- 
ment need not be continued. Action on this suggestion has 
already been taken. There. are no backward tracts in 
Bombaj’’, the United Provinces or the Central Provinces. 
The GoAmrnment of the Punjab state that there is now no 
need for the special treatment of' Spiti and Lahaul. The 
Government of Bengal are investigating whether the 
Darjeeling district should continue to be in any degree ex- 
eluded from the normal constitutional arrangements of the 
proAunce, and Avill report the results of their enquiries later. 
Tile Government of Bihar and Orissa state that there are 
pai’ts of Chota Nagpur, of the Santal Parganas and perhaps 
of the .Sambalpur and Aiignl districts, Avhich need uot be 
retained in a special position. In Assam, as in Bihar and 
Orissa, the backAvard tracts are of particular importance. 
MTiile most of the tracts noAV notified must continue to receive 
siiecial treatment, there is some difference of opinion about 
isolated areas. The opinion in Madras is that the existing 
backward tracts cannot yet be brought entirel}’ under the 
normal administration. We Avelcome the re-examination of 
the pci.silion Avhich pi'OAuncial GoAmrnments haA'e maiie and 
arc making at the instance of the Commission, and accent the 
principle of reducing the number and area of the ha'ckwarc 
tracts AvlierGAmr possible. There must, hoAvcAmr, stili vemuih . 
large lerritories Avhich all are agreed must for some time to 
come remain outside the scope of the refoims. Poi* the future 
administration of those areas the Commission haAm mode 
important proposals. 
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The Commission appear to have been impressed pri- 
marily’- -with the need to ^provide adequate f-ands for the 
development of the backward tracts, the most extensive of 
which fall Avithin the iDOorest provinces, and reach the con- 
cinsion* that “ only if responsibility for the backward 
tracts is entrusted to the centre, does it appear likely that 
it will be adequately discharged They fortify that con- 
clusion by the argument that if unitary ministries replace 
dyarchical executives, the baelnvard tracts should on con- 
stitutional grounds be excluded from the area of responsible 
government. It is suggested that they should not, like the 
minor administrations, be placed entirely outside the borders 
of the- GoA’-ernors’ provinces, but the central GoA^ernment 
should use the agency of the Governors for their adminis- 
tration, and by resort to i'ts control of the all-India seiwices 
should enlis.t from the adjacent provinces the serAuces 
•of officials familiar Avith local methods. The Commission 
contemplate that members of the provincial, and possibly 
of the subordinate, serAUces should also, Avhen expedient, 
be obtained from the provinces. The arrangements proposed 
for partially excluded areas contain even greater complica- 
tions. Partially excluded areas would continue to send ro- 
presentath’-es to the local legislature, and the Governor, as 
the agent of the central Government, Avould decide hoAV far 
local legislation should apply to them. The extent to Avliich 
the GoA-ernor aauII act in consultation A\dth ministers is to be 
regulated by rules made presumably by central authointy. 
These tracts Avould be under the same system of taxation for 
provincial purposes as the rest of the province, and the pro- 
Auncial revenues raised Avithin them must be spent upon them, 
j\iiy additional funds that were needed Avould come from 
ceniral reA’-enues. 

"We see grave difficulties in. these loroposals, AAdiich have 
been criticized by seA’-eral local Governments. For the 
administration of the Chittagong Hill Tracts, the Govern- 
ment of Bengal prefer to retain the present system “with 
such modifications as may be needed. A similar vieAV is 
held by the Government of Madras for the future administra- 
tion of the backward tracts situated in that province. It 
is true that the Government of Assam support centraliza- 
tion, but in their case the prospect of transferring from the 
proA'ince to the centre the cost of administration has prob- 
ably been a considerable inducement. At the same time the 
Government of Assam entirely withhold their support from 
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the Commission’s scliemc of partial exclusion. The argu- 
ments against centralization seem to us to liare been well 
set out by the Grovernmenl of Bihar and Orissa. There is 
little reason to think that the Federal Assembly will be any 
more ready to grant funds than the legislature of the pro- 
vince within whose boundaries the particular backward 
tracts are situated. The comment of the local Government 
that the Assembly will have little knowledge of and take nn 
interest in these areas is in our belief likely to bo justified^ 
We doubt moreover whether the Governor of a province 
could appropriately be required to act as agent on behalf of 
the central Government. The financial arguments which 
were so prominently in the mind of the Commission seem tn 
us less conclusive in view of the proposals which the Commis- 
sion have themselves made for placing the new provincial 
Governments in possession of more adequate funds at the 
expense, it may be, of central revenues. We fully appreciate 
the vaiiuus points which the Commission have'" taken ; but 
we think it not unfair to comment that the simijle form of 
administration suitable to the backward tracts per se 
involves a lower scale of ex]3endilure than that of the more 
develojjed districts. When their needs rise to the same level,, 
t.be time for treating them as backward tracts will have 
passed. Our present disposition, therefore, is to maintain 
the link between the provinces and the backward tracts 
without interposing central responsibility for their adminis- 
tration. It may be necessary to retain some areas under 
the sole administrative control of the Governor. In others 
where the jurisdiction of ministers and of the provincial 
legislature has already lieen admitted, the Governor may 
need no more than a general power to control the application 
of central and provincial enactments. The whole subject 
will, however, require further detailed consideration. In 
Assam where the area of the backward tracts is so great, 
special arrangements may be needed and the Commission's 
scheme of centralization may be found to be the best solution. 
In Bihar and Orissa the problem is likely to be connected with 
the question of the formation of a separate province for th» 
Oriyas, and should be considered by the Committee charged 
with the investigation of that problem. 

On a minor point, we have no objection to the Commis- 
sion’s XJi’oposal that the somewhat derogatory term back- 
ward tract ” should be discarded in the statute, and give 
place to the more colourless designation “ excluded urea ", 
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53. The Hig’h Courts. — Among-st subjects not intimately 
connected with constitutional issues of fundamental import- 
ance are the recommendations made^' by the Commission that 
the . charges of all High Courts, including the Chief Court of 
'Oadli and the courts of the Judicial Commissioners of the 
Central Pi-ownces and Sind, should be put upon central reve- 
nues, and that the administrative control of all such coui’ts 
should be exercised by the Grovernment of India and not by 
provincial Govermnents. We have made a sunnnary exami- 
nation of these proposals and have received in very general 
terms the views of the courts and the local Governments con- 
cerned. The material before us however is not sufficient for 
the ade.quate consideration of these recommendations, the 
tijinncial and administrative aspects of which, intricate in 
themsel^'es, will require detailed exploration, in 
consultation with local Governments, in the light of the <ieci- 
sions reached on the larger constitutional issues, and v/b are 
of opinion that they could be more conveniently approached 
when those decisions have been arrived at. As regards the 
appointment of judges, we agree that while permanent 
aj>iDoiiitment!A^o High Court judgeships should contiime to ^ 
be made by His Majesty the Bing, all other appointments to “ 
High Court juc^geships and all appointments to judgeships in 
courts of lower status exercising similar jurisdiction should 
be made by the Governor General in Council. We presume 
tliat the distinction which appears to be drami at the end of 
paiagi'aph 34.6 of the report between the appointment of 
additional judges by the central Government and the appoint- 
ment of temporary judges by the Governor General is not deli- 
berate, and that the proposal is intended to be as expj‘essed 
aliove; i.e., only a slight extension of the existing practice in 
so far as High Courts (other than the High Court of Calcutta 
to wliich officiating appointments aroi already made by the 
Governor General in Council), and the Chief Court of Oudh, 
are concerned. From the reference in the first part of this 
paragraph to the courts of Judicial Connnissioners we assume 
that llie recommendation applies to appointments to these 
courts also, and we ag-ree that no differentiation should be 
made in the manner of appointing judges to High Courts 
(except in the case of permanent appointments which luave 
always stood upon a different footing), and to^ other courts 
which discharge most of the functions of a High Court. We 
contemplate that in all cases rvhere appointments are made 
by the Governor General in Council tliey will only bo made 
after close consultation Avith the Governor. 

PEOVIHO.TA.L FINANCE. 

54. - Control of finance in the provinces. — The proposals of 
the Indian Statutory Commission contemplate the gra nt to 
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the provincial Governments of very full powers in resiject of 
finance. External control hy the central Goverrnnont is con- 
fined to the control of borrowing and to such conti'ol over pro- 
vincial taxation as wilEfollow from the powers of superin- 
tendence which the Commission contemplate*^ that the 
centre should exercise ; and the extraordinary po-ss'crs of 
the Governor on the financial side are only designed to enable 
him to secure supply over the limited field in which he liolds 
in reserve special powers, or to carry out dire,ctio7iS w'hioh 
he may receive from the centre. The Commission huA'e deli- 
herntely i ejected the suggestion that the Goveraoi’ should 
he granted special porvers to secure the financial stability of 
the province. For the reasons which we have already ex- 
plaijiod wo concur in that conclusion. In accepting the Com- 
mission 's i^roposals generally we desire to add that the maiJJ- 
tenanco of a strong Finance Department in each province i& 
a matter of great importance, and the special po-iiion 
aeco3'ded to the Finance Department in Part III of the Devo- 
lution rules should he retained and specifically provided for 
in the now constitution. 

55. Sir Walter Layfon’s scheme : its connection with the 
general constitutional structure. — ^It is convenient to deal at 
this point with the proposals madef by Sir Waiter Layton, 
which have as their main object the provision of adequate 
financial i-esoni'ces for the provincial Governments. 

Tile working of these proposals might he facilitated by 
the recommendations which the Commission have macic for 
the 3 cconslitulion of the Assembly as a Federal Assembly, 
indirect Jy elected tbrongb provincial legislatures. We shall 
coHsidci’ elsewhere how far these recommendations, wJiich 
are primaiily based on other grounds, are capable of adop- 
tion. Here wo would only remark that if the Commission’s 
proposals for representation of the provinces in the As- 
sembly were to be altei'ed, it would not be impossible to 
devise other methods for giving representatives of the pro- 
vinces a joint opportunity to consider the voting of taxes 
for the pi’ovincial fund. A suggestion which might be consi- 
dered in that event is that the provincial councils should elect 
representatives to form a sepai'ate inter-provincial council, 
whicli should consider proposals for “ provincial fund ’* 
taxatioi) lief ore ibeir submission to the vote of the central 
legislature. We recognize that this alternative does 3 iut 
possess the direct advantages of Sir Walter Layton’s scheme 
and we piit it forward for co3isideratio3i only in the event 
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of indii'oet election to tlie Federal Assembly not being 
approved. 

56. Preliminary comments on Sir Walter Layton’s scheme.- 
— Turning now to tbe purety financial aspects of Sir Walter- 
Laiyton’s sclieme, we have, speaking generally, approach- 
ed it with a predisposition in its favour, mainly because it 
aims at the establishment of a uniform basis for the financial 
settlomenis vith the j^rovinces. Such an arrangement is in 
every way preferable, if it can be shovm to be worlcable in. 
pj’actice, to ivhat seems to us the only’ other alternative, a 
separate settlement with individual provinces on a basis of 
needs. It is, howeiver, essential to examine it closely, In 
order to test its practical working, and we find it necessary 
to make two preliminary comments. In the first place, the 
scheme as a whole contemplates -within ten years the aban- 
donment by the central Government of about 12 crores of 
their rei’cnue and the imposition by the provinces of 2-1 crores 
of new taxation. It is conceived in a spirit of optimism 
which we tbid it difficult to share, having regard to the general 
economic conditions, with Avhich India and indeed the world 
in general are likely to be faced in the years immediately 
before ns. to certain omissions in Sir- Walter Lay toil’s sur- 
vey of the central Government’s position to whicli wo shall 
refer again, and to the reluctance which may Avell be I'elt by 
the representatives of the people in the pro-vinces (o impose 
new burdens of this magnitude. Of the new items of taxation 
suggested, the proposed tax on agricultural incomesGn\'oives 
highly controversial issues, and the terminal tax would, if 
introduced generally on tlie .scale proposed, be open to serious 
objection fi om the economic standpoint. Sir Walter Layton 
has also, in our opinion, overestimated receipts, especially 
the revenue likety to he obtained from the taxes on "tobacco 
and matches. For all these reasons we fear that his e.^Limate 
of the possibilities of fresh taxation may prove to be very 
Avide of the mark. In dealing Avith agricultural incomes Sir 
Walter Layton makes the remark’’^ that “ increased produc- 
tivity together Avith the rise of prices since pre-war days has 
enoimonsly increased the money A^alue of India’s agi-ieultural 
products This statement is open to serious challenge, 
since at tlie present time the prices of three at least of India’s 
most important crops, cotton, jute and wheat, are actually 
below pre-Avar leA^els, Avliile others, such as oilseeds and 
groundnuts, are but little above them, and this decline had 
set in CA’^en before the report of the Indian Statutory Com- 
mission Avas published. It is scarcely too much to .say that 
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the most serious economic problem, with Avbich India — along 
with other agricultural countries — ^is faced, is the decline in 
value of her main products. 

Our second general comment is that the application of 
the scheme to individual lorovinces has not been worked out 
hy Sir Walter Layton in detail, and, as will be seen later, it 
is when we come to the detailed application of the scheme 
that some of the main difficulties arise, 

57. Sir Walter Layton’s assumptions as regards the cent- 
ral Government’s surplus. — ^We propose to, examine the 
scheme from two points of mew, first in its reaction upon the 
cejitral Government, and second in its application to the pro- 
vinces. Sir Walter Layton calculates that the central Gov- 
ernment should after 10 years, on the present basis of taxa- 
tion, ha^'e a surplus of 141- crores, arrived at as follows : — 


Customs 

Income-tax 

Army 


Minus. 

7-1 Civil Expenditure . , 3 

t 

o Opium . . . . 2 

7 


+19i —5 


Out of this file central Government should be able to distri- 
bute to the provinces : — 

(u) Half the inco7ne-tax on personal incomes . . 6 

(7G Net proceeds of salt duty (allowing for an in- 
crease of I crore after 10 years) . . 6 

( c) Balance of duty collected on foreign imported 
liquor over 30 x)er cent. . . . . 

Off-set by yield from commercial stamps 
which vdll be transferred to the central Gov- 
ernment . . . - - . — 


12 


Sir Waller Layton’s hy23othetical table actually anticipates 
that, when at the end of ten years this distribution to pro- 
vinces has been completed, there mil still be in the central 
Government’s hndget a surplus of 4^ crores ; and his scheme 
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after leu years contemplates that a certain definite and in- 
creasing proportion of the customs revenue should he paid 
into the provincial fund. He does, however, recognize that 
this prospective surplus maj'" he affected hy a numher of 
factors which are uncertain. 

58. Sir Walter Layton’s assumptions examined in de- 
tail . — We now proceed to examine in detail the assumiJtions 
made in the above calculations. 

(1) Customs . — In view of the importance of this head of 
rcv(mue among the few which are left to the central Govern- 
ment under Sir Walter Layton’s scheme, we have had a spe- 
cial examination made hy the Central Board of Hevenue, 
which is printed as one of the aj)pendices."' It will he 
seen that the Board do not accept Sir Walter Layton’s cal- 
culations, hut that for an entirely different reason — vis.^ the 
great possibilities which lie in the development of motor 
transpo-id — they have arrived at the conclusion that in 10 
years, provided that there are no setbacks due to extraneous 
influences, there sjiould he an increase under customs of from 
7.8 to 30.4 crores. We would add that some allovTance might 
also ho made for an increase in the revenue from the duty 
on silver, Sir Walter Layton ha\dng accepted the estimate in 
the present budget of 1 crore which on the basis of past years’ 
imports is likely to he exceeded. Therefore, so far as cus- 
toms are concerned, even if the Central Board’s estimate is 
somewhat optimistic, we do not challenge Sir Walter Layton’s 
figur<^ of 7^ crores, which seems sufficiently conservati^’'C, i^ro- 
\ddcd always that economic conditions in those years are 
reasonably good, and that there are no substantial changes in 
the Government’s tarific policy. These two qualifying pro- 
visos arc of great importance. As to the first, a continuance 
of tlm present trade depression would reduce both the value 
of our exports and the consuming power of the people, and 
these conditions must lead to a diminished volume of imijofts. 
As to the second, the present tendency of articulate political 
opinion in India is strongly in favour of increased protec- 
tion. and if this opinion obtains an increasing influence on 
Government ’s policy as is likely, many of the present revenue 
duties may acquire a much greater protective significance, vdih 
a resulting decrease in Government revenue. Nor cun we 
leave out of account the possibility that there may he a strong 
deniand that an increasing share in motor taxation should 
be transferred to the provinces, or be earmarked in some way 
for road development. There are thus grave elements of 
insecurity in the position, and the fact that th 2 possibility of 
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improvement seems to depend mainly upon one imcortain 
item is an additional reason for caution. 

(2) Income-tax . — It is not necessary to discuss at length 
the suggestions which have been made by Sir Walter Layton 
for increasmg the return from income-tax by lowering the ex- 
emption limit and steepening the gradation of the tax. Those 
am suggestions which have been examined more than once 
before, and there are considerable practical objectious to 
them. We include in the appendices* an extract from a note 
by the se.uior Member of the Central Board of Revenue on 
the subject. Nevertheless, if there were to be a strong de- 
mand from the general public or from provincial Govern- 
ments, t,Ue possibilit 5 '' of increasing revenue in these ways 
might well be again explored. As regards the taxation of 
agricultural incomes, in view of the difficulties which this 
subject pjnsents, it would, in our opinion, be unsafe to count 
on the iiierease which would be obtained from the higher 
rate of taxation on comijosite incomes. The tightening up 
of the i axation of income from foreign sources is a matter 
which we have alread 3 '' under consideration, but we 
have no evidence on which to base estimates of any substan- 
tial incrc-ase in revenue from this source. It is probable, how- 
ever, tliat even without any change in our sj^stem of taxation, 
if we could coxint on a normal 3 nar coinciding both in Bom- 
ba 3 ' aaid Calcutta, we should be able to obtain not much less 
than 2 crores over oxir present figure at once, and in the 
course of 10 years at least 3 crores above our present figure. 
Sir Walter La 3 don ’s figure of 5 crores is, in our opinion, op- 
timistic. At any rate we do not care to reckon the average 
expectation of improvement in 10 v'ears time at more than 
3 crores, though this is obviously a heading which is capable 
of groat variation according to the development of the 
coxuitrx'. If political dissensions subsided, and the whole 
national efiort were concentrated on raising the general 
standard of life, there might be a surprising increase. 

(3) Civil expenditure . — The estimate of an inci'ease of 
3 crores in 10 years does not err on the nide of generosity. 
We allude elsewhere to the probability of many additional 
burdens being put upon the central Government for contri-' 
buiions to expenditui’e in the North-West Frontier Province, 
and also to the possibility of new demands if new provinces 
are created. 

(4) Opium. — ^l¥e .shall lose our revenue on exports (2 
crores) but shall still retain a small sum (10 to 15 lakhs) 
from the sale of medicinal opium. 
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_ (5) Army . — Sir Walter Layton’s estimate assumes a 
<iebit of 3 crores to Burma and a further reduction of 7 crores, 
bringing the rnilitary budget for India doMui to 45 crores. 
This is a drastic reduction and the possibility of a big* saving 
being realized depends largely on whether His ^Majesty's 
Cxovcrnmont vdll make a contribution in respect of 
the “ Imperial defence ” element involved in arm 5 '^ expendi- 
ture. We allude elsewhere to the probability that the Burma 
estimate ■'vi]l prove unrealizable. 

(6) Railways . — Sir Walter Lajdon does not take into 
account any increase in the contribution from railways in 
excess of G crores, recognizing the importance of keeping rail- 
way rates down in the general interests of trade. With this 
latter comment we definitely agree, though the amount of the 
railway'- contribution is a matter which may require further 
consideration. 

(7) Other items . — If provinces become responsible for 
their own accounts, there will be a transfer of expenditure 
from the central Government to the provinces of over 50 
lakhs, though there may be some increase in the central Gov- 
ernment’s expenditure also on this head, if the scheme for 
separation of accounts and audit in central areas is ex- 
tended. On the other hand, the debit to central revenues of 
High Court expenses less receipts from High Oourl fees 
would, wo believe, involve an appreciable, net charge to 
central funds. We are not yet in possession of full details 
on this jDoint, but such preliminary estimates as we have re- 
ceived from provincial representatives confirm this conclu- 
sion. 

59. Further considerations affecting Sir Walter Layton’s 
assumptions. — ^Apart from the doubts expressed above as 
to Sir Walter Layton’s estimates, there are further con- 
sideralions to be borne in mind. In the first place, he has 
assumed that 5 crores of interest on the balances of the paper 
currency and gold standard reserves will continue to be 
credited to central revenues. The receipts under this head 
are, how'^^mr, at present more than counterbalanced by the 
losses on sales of silver which are still being debited to a 
remittance head. In fact the propriety of treating the pre- 
sCiUt receipts as normal revenue may v/ell be regarded as 
doubtful, and we feel definitely that it would be improper to 
treat it as a source which could be dra-wn upon in order to 
surrender central revenues to the provinces. The difficulty 
will become more clearly apparent when a reserve bank comes 
into existence. Under clause 46 of the reserve bank bill of 
1927 the central Government was, it is true, to be entitled to a 
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sLaro in ibe profits of tlic bank both during tbe period wdion 
it was )mi]ding up its reserve and afterwards. These proiitSy 
bpAvever, would be much less than the interest which we now 
take to revenue, and in addition the Government of India ■■ 
would, under the reserve bank scheme, be left with the 
responsibility for the disposal of surplus silver, so that any 
XDrofits might be far more than swallowed ujj by losses on 
the.-^e sales. 

In the second place, we must take into account the pos- 
sible financial results of an adjustment of relations with the- 
Indian States. Large claims are being made oir their side 
for a share in our customs revenue and in other directions. 
It is impossible to make any accurate estimate on this 
account. 

'J^hirdly, the terms for the separation of Burma, if this is 
to be effected, are uncertain, and there is a considerable mar- 
gin of error here especially under the defence and debt heads.. 
Sir Walter Layton, we note, assume.s that India will levy 
customs duty on Burma produce. 

Finally the most imjDortant consideration of all is' 
that to which we have referred already. The estimated im- 
provement is dependent entirelj’- on the attainment of favour- 
able trade conditions and on the absence of disturbing factors 
such as war, political unrest, or frontier trouble. We have to 
remember that these constitutional changes are being intro- 
duced at a x)eriod of extreme, rvoiid dejoression accentuated 
by the present internal disturbances, and it would be opti- 
mistic to assume that trade for a good many years to come 
will 3’ecover sufficiently to give the results anticipated. 

60 . Conditions on which the central Grovernment can 
abandon surplus revenue. — The conclusion which seems to 
us irresistible is that all these estimates are so hyxDothetical 
that it is imiDossible to envisage anytliing like a time-table 
for giving' up to the provinces sources of central revenues. 
We agree in theorj^ with Sir Walter Layton’s statement that 
it is undesirable that the allocation should be capricious or 
that policy should be changed from time to time, and we 
recognize the importance of provincial Governments being 
able to estimate their financial resources as accurately and 
as early as possible. But in view of what has been stated 
above, it seems essential to insist that, if we accept in, prin- 
ciple the arrangement that, the half share in personal in- 
come-tax and the salt tax should be transferred to the provin- 
ces, the times and amounts of transfer mnst depend upon the 
judginent of the central Government. Sir Walter Layton I’e- 
cogiiizes that in exceptional- circumstances the transfer 



according to time-table may be impossible, but lie goes on to 
lay do^vll that in such an event the transfer should be a first 
charge on the central Government’s surplus, and that any de- 
la 3 ^ -would be made good in subsequent years. This formula 
seejns ic us to require qualification, if only for the reason that 
a surjilus of one year maj^ not be a recurring surplus, and 
that it must rest with the central Government to decide when 
any surplus shoAvn in the budget is evidence of a reliable 
margin of receipts over expenditure, sufficient to justify the 
permanent sacrifice of prospective reveiiue. Sir ' Walter 
Layton’s formula is also too rigid as, if interpreted strictly, 
it might be held to moan that the central Government was not 
at liberty to vary its scale of taxation (especially customs) 
in a downward clirection, a discretion which in the interests 
of tlio country as a whole ought to remain witli the central 
Government. 

In short, we envisage a situation not different in essen- 
tials from that under the Meston settlement under vliich, 
while tlie proportions in which the various provinces were to 
share in the remission of contributions were laid down by rule, 
the dates arid amounts of remission were left to the discre- 
tion of the central Government. This conclusion, however, 
doe.=: not mean that the order in which central revenues should 
be surrendered should not be definitely prescribed. To this 
point we shall return in dealing- with the application of the 
scheme to the provinces. 

61. Necessity for allowing sufficient elasticity to reve- 
nues of centra.1 Government. — There is another question 
•\vhieh is equally important. Does Sir Walter Layton’s 
scheme allow sufficient elasticity to the i-evenuos of the central 
Government to enable it in all circumstances to discharge 
its responsibilities, remembering thnt those responsibilities 
include defence, the debt, the credit and the foreign relations 
of India t 'On this point we confess that we have felt mis- 
givings. Our customs duties are already high, nor is there 
much margin left for increase in taxation under income-tax 
or stamps, or in the receipts from the commercial services 
such as railways. Once salt has been ti-ausferred to the list 
of national excises, the margin of elasticity in case of need 
may become dangerously restricted. This leads us to con- 
sider the desirability for treating the salt tax in a special 
way ; for it is the best suited of all for an emergency tax,- and 
this has alvmys been an argument for keeping its incidence 
low in normal times, so as to retain the possibility of its' in- 
crease as a reinforcement fo revenue in an emergencvv. For 
these reasons, while we do not oppose the recommendation 
that the proceeds of the tax at its present rate should be 
transferred to the iirovinces when the central Government is 
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in a position to do tliis from its assip’ed surplus, we consider 
that no fiirther increase in the rale should be permissible as a 
source of provincial revenues. The margin for 
increase should be regarded as a potential emergency reserve 
for the central Government. In addition to this, we accept 
the recommendation^' of the Indian Statutory Commission 
On the sulgect of surcharges by the central Govein- 
ment on any taxes included in the schedule of liie provincial 
fund. In ihe absence of these provisions the central Govern- 
ment would be reduced to dependence practically upon cu.s- 
toms, and as we have already explained, it would appear as 
if ilie jirospects of substantial improvement there are reduced 
to the single chance of an inci’ease in the motor trade. IVe 
further consider that the constitution shoiild retain the pro- 
vision whicii now exists in Devolution rule 19, under Avhich 
in eases of emergency the central Government may require 
contributions to be paid to it by the provinces, with the 
sanction of and subject to conditions approved by the Secre- 
tarv of State. 


62. Application of the scheme to the provinces — examina- 
tion of some of the proposed new sources of provincial 
revenues . — 'We now turn tb the apiDlication of the scheme 
to the provinces. There has not been time for a complete 
examination of all the points which arise in connection with 
the proposed new sources of provincial revenues, the decision 
regarding which will in any case mainly rest ■with the re- 
presentatives of the provinces. We must,' howevej*, call 
attention to certain important points which have emerged in 
the course ctf our examination and onr discussions witli local 
Governments. In the first place, Sir Waller Layton pro- 
poses that the customs duty on foreign liquor should be 
reduced to 30 per cent, and that the provinces should he given 
the right of imposing further duties on foreign liquor in the 
form of excises. As a counterbalancing adjustment, the 
cen^tral Government should take the revenue from commer- 
cial stamps. We have no objection to this proposal in 
priimiple, but a careful scrutiny has suggested that the 
pielhod proposed for dealing with foreign liquor may involve 
administrative difficulties not fullj'^ realized hitherto. This 
question requires further examination, which we are under- 
taking in consultation with the provincial Governments, 
wiore Ave .should he able to determine the exact form in ■wdiich 
fi<-Wstment could he made. Incidenlally we wovild 
ODSeri e that, although the total amount of the present yield 
stamps is roughly equal to the total amount 
surrendered to the provinces under Sir 
\V^i Layton s proposals, the revenues of individual 
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provinees would be affected in varying degrees, and some pro- 
vinces liavG gone so far as to ask for a preliminaiy adjustment 
on this account. 

jVs regards the proposed surrender by the central G-ov- 
ernment of one-half of the income-tax on personal incomes, 
we have already indicated that we accept' this proposal in 
principle. Sir Walter Layton has stated that the amount 
involved is in the neighbourhood of 9 crores, half of which 
would give the provinces 44 crores. He estimates further 
that at the end of ten years this allocation would probably 
grow to 6 crores. Both these estimates seem to us to be 
optimistic. On the latest figures available, for the year 
1928-29, readjusted at the new rates of taxation introduced in 
the last budget, we calculate that the personal income-tax 
collected in the provinces was approximately 7 crores, and 
the allocation to the individual provinces of one-half of the 
tax would be roughly as follows : — 

Madras 
Bombay 
Bengal 

United Pi’oyinees 
Punjab 

Bihar and Orissa 
Central Provinces 
Assam 


Total 


A point, however, which has to be borne in mind is that the 
figures shown in the above list would not represent a net 
gain to the provinces, for under Devolution rule lo a certain 
share rb'Ofxdy accrues to them, and we must piesiime that it 
' was intended that this provision should merge in the new 
X)ronosals. It will he remembered that under that rule the 
provinces are entitled to receive a share (at throe pies in the 
rupee) "of the tax upon new incomes brought under assess- 
ment in any year as compared with the basic year 1920-21.. 
The object of tliis rnle was to give to tbe provinces some 
sliare in what was expected to be a grcwing head of taxation, 
and it was anticipated that the industrial provinces in parti- 
cular would benefit from this provision. In actual practice 
the rule has operated very differently from "the intention find, 
owing to the full assessments in the main indnstrial centres 
in the basic year, the benefit has accrued mainly to the non- 
industrial provinces. The sums which the provinces have 


Lakhs. 

50.8 
90.67. 

96.08 
32.68 
30.75 
23.66 
16.71 

8,97 


350.32 
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obtained under Devolution rule 15 since 1921-22 are given m 
an appendix'". Tlie latest figures available (for 1928-29), 
vlii'li Avo cpaote below, are sufficient to illustrate tbe im- 
ex]jeclcdue.<i's of tlie results : — 


Madras 



Lakhs. 

5.46 

Bombaj'' 

* • 

• - 

Nil. 

Bengal 

• . 

• • 

Nil. 

United Provinces 

• * 

• • 

0.77 

Punjab 


- - 

4.04 

Burma 

- - 

- . 

. . 12.22 

Bihar and Oi’issa 

* . 

. - 

4.74 

Central ProAunces 


. . 

2.23 

Assam 



6.63 


It will be seen from tbe above table that, if the increase al- 
ready accruing under Devolution rule 15 has to be surrender- 
ed by the provinces, as a preliminaiy to the surrender by the 
ceisival GoA^ernmeul of lialf the share on j)ersoiial incomes, 
the 'effect of the latter surrender would be considerablj* modi- 
fied. The case of Assam is an extreme one, for that iDrovince' 
would on balance only gain 2.34 lakhs. We have not finally 
considered bow this sitna'tion can best be dealt with, but we 
would express a provisional view that here, as also in the 
exchange between liquor and stamp duties referred to above, 
some sort of preliminary adjustment will be necessary. 

We accept the proposal that provinces should be per- 
mitted to levy a surcharge amounting to one-quarter of the 
tax on personal incomes. The proceeds of this tax, should 
they elect to impose it and should conditions admit of it being 
imposed at the full rate, may be taken as approximately 
eqiiivalent to half the amounts mentioned in the table on 
the preceding page. 

The proposal to remove the exemption from income-tax * 
on agricultural incomes raises a most’ controversial issue, on 
which opinion in the country will run high. However indis- 
putable may be the logic of Sir Walter Layton’s arguments, 
Avc must face the reality that this exemption has- the sanc- 
tion of long tradition and that dealings in land have always 
been conducted on the assumption that it would remains 
The opinions cf local Grovernments, with few exceptions, are 
definitely opposed to it and for practical purposes we regai’il 
its imposition as unlikely in the near future. We have some 
.sjTujDathy witli the view expressed by more than one province 
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that it is a form of taxation which should only be imiDosed 
by a representative and responsible government, and this in 
fact means that it should not be imposed upon a province on 
the vote of the central legislature, but that the representative 
legislature in each province must be free to decide for itself. 

The objections to the widespread introduction of a system 
of terminal taxes are more fully dealt with in an appendix^b 
If imposed on the scale suggested by Sir Walter Layton, it 
woa?d bo a serious burden on trade. A terminal tax designed 
to bring in 8 crores of rupees a year represents a surcharge 
on railway freights of about 15 per cent., and the suggestion 
to Impose such a tax is hardly consistent with Sir Walter 
Laj/toh’s strongly expressed view as to the urgent need for 
reducing freight charges. Moreover, apart from this broad 
consideration, there are certain practical difficulties in the 
way of the imposition of a general tax of this nature which 
are not mentioned in Sir Walter Laytonfs report. Octroi 
duties and terminal taxes are already used in some provinces 
as a source of municipal and local taxation. It would hardly 
be possible to allow this form of taxation to be used by 
municipal authorities at the same time as It was introduced 
on a imiversal provincial basis as proposed by Sir Walter 
LaytoTi. On the other hand, the right to continue to levy 
the tax (jould not, be withdrawn from the municipalities where 
it is now in force, while we foi'esee difficulties in the way of 
resisting all further extension of such a method of taxation 
to other municipalities. In this connection we have lo take 
the actual needs of the Various provinces into account. In 
Assam, for example, a province whose revenue is very 
restricted and whose opportunities for improving its position 
from income-tax, etc., are under the present proposals for 
special reasons much less favourable than those of other 
provinces, we think that — ^particularly in connection with 
the tea garden traffic — there may be a special justihcalion 
for some sort of terminal tax. Again, in Bihar and Orissa, 
a province which has hitherto had no municipalities levying 
this tax, there will probably be a strong demand for its in- 
troduction in this form. Without going into further details, 
,we may state our provisional conclusion as follows. While 
we hold strongly that the economic disadvantages of such a 
tax are sufficient to condemn its introduction as a general 
provincial tax, we think that for jmrposes of local taxation 
there, may he occasions when it will he the best available 
method, if used for special purposes and to a properly limited 
extent. If, however, the continued use of such a tax for local 
purposes is permitted, it will be essential to reserve to the 
central Government definite powers of control in ord^r to 
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sai'egnavd sources of central revenue, and to prevent tJie im- 
position of discriminatory taxation whicli may involve 
broaches of international treaties or agreements. 

We have already taken up the examination of the 
machinery for dealing ivith the proposed taxes on tobacco 
and matches in correspondence with provincial Grovernments. 
Both present special difficulties, and the tax on matches in 
particular can hardly be imposed on a substantial scale 
without co-operation on the part of the Indian States. Our 
enquiries on both subjects are still incomplete and aii}'- view 
which we now take is necessarily provisional. We hope 
that some effective arrangements can be devised, but we 
believe that it will not be desirable to impose too high a rate 
at first on matches, and that the full yield from the tax will 
only be obtained gradually. We regard Sir Walter La 3 don's 
estimate of 5 croros from the taxation of tobacco as too high,, 
ant! on present information we doubt whether even half that 
amount is likely to be realized. 

63. Increased resources of the provincial Governments 
on Sir Walter Layton’s and our estimates. — These preli- 
minary remarks have been necessary in order to enable us 
to approach the matter from a practical point of view. If 
Sir Walter Layton’s assumptions were all accepted, that 
is, if within %eii years the central Grovemment were able to 
surrender half the tax on personal incomes and' the salt 
tax, and if the pi-ovincial Governments were to get the benefit 
of all the new taxes, tobacco, matches, terminal tax and in- • 
conie-tax on agricultural incomes, and were to impose the 
surcharge on personal incomes, and if his estimate of the 
yield ox the various taxes wore realized, we should get 
approximately some such result as the following : — 


ProTince. 

Bihar and Orissa 
Bengal 

United Provinces 
Assam 

Central Provinces 
Madras 
Bombay 
Punjab 


Actual increase of 
revenue in Inklis 
of rupees. 

Percentage 

increase. 

4,24 

77 

7,70 

69 

6,09 . 

52 

1,26 

49 

2,20 

46 

6,24 

38 

4,76 

34 

3,51 

32 

presented in 

the above 


totally uixattainable, ideal. We have indeed already indicated 
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our view that all that the provinces are lilcely, in the near 
future, to be able to "count upon from new taxation is the sur- 
chai'gn on i^ersonal income-tax, and a very doubtful 3 or 4 
crores from the taxes on tobacco and matches, Avith perhaps a 
terminal tax in a province specially situated such as Assam. 
Some other forms of taxation may possibly be added to the 
provincial I'und, though we can think of none (h* a very pro- 
ductiA’'e nature. We should also be glad to see as much lati- 
tude as 'possible allowed in framing the schedule of provincial 
taxes ; Imt the iDrovinces will huA^e to rely, in the main, upon 
the gradual surrender to them of tlie central revenues from 
■ salt and personal income-tax. 

HoAveA^er distant anj'' substantial distribution may be, 
the figures given aboA^’e illustrate the plan Avhich iioaa’' holds 
the field, and it is on that plan that Ave must consider the AueAvs 
of the various provinces. A glance at the figures shoAA's that 
several proA-dnees will inevitably regard it as unsatisfactory, 
and will claim that it does not take sufficient account of their 
needs. Our task noAV is to consider both the final objective 
and the methods of approach to it, and this meeins that the 
’practical . i^roblcms really before us are, first, whether a 
special enquiry into the needs of different provinces should 
be made before the automatic distribution begins, and second 
in what order should the surrender of resources take place. 

64. An enquiry on the basis of needs. — As regards the 
first’ of these problems, the Oovi rnment of Bombay have felt 
themselves eompcllod to apply for a ’preliminary adjustment 
to meet their outstanding needs before the application of the 
automatic principle begins. They suggest that needs can 
only be determined bA' obligatory expenditure o.n essential 
seiwieos. TJioir request Avould therefore inAmhu the appoint- 
ment of a special committee to inAUstigate the needs of the 
different proAunces and to form a judgment upon the present 
rate of expenditure in Bombay upon essential services as 
compared with that of other proAunces. The GoA^ernment of 
Bihar and Orissa also consider that a 'preliminar;^ adjust- 
ment should be made with the object of correcting existing 
maladjustments before the automatic principle is applied. 
They point out that, unlike other provmces, they obtained 
no relief by the remission of contributions under the ].u‘eserit 
constitution, since no contribution Avas imposed upon them, 
and tlinl, A^•ith their existing deficit of 35 lakhs and the heavier 
expenditure foreshadowed under the neAV constitution, there 
Asdll be no margin for the province to dcA'^elop, baAPug regard 
to the fact that the estimates of the LaAdon scheme can 
hardly be ex]Dected to materialize, d’he considered views of 
the Bengal GoA^erimient are not yet before us, but aa^g have 
imderstood from their representative (avIio AAotli the repre- 
sentatives of other provinces met us recently in conference) 
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that the Bengal Government also would be likely to press 
strongly for a preliminary adjustment before the introduction 
of the automatic 'principle. Other provinces, though they are 
prepared to accept the Layton scheme, would no doubt advance 
similar claims if a committee to enquire into needs were 
appointed. Some of them might argue that in their case 
expenditure on essential services had been reduced or 
deferred through enfomed economy in the past. 

While we have considered it our duty thus to 'bring pro- 
minently to notice the views of those Governments which 
have asked for a special enquiry, our own view at present is 
that the ai>pointment of a committee to examine the posi- 
tion of IJje provinces on the basis of needs would bo likely to 
intensify provincial rivalries and to create general dissatis- 
faction. For the conclusion is unavoidable that the demands 
of the various provinces are incompatible, and tlia.t no deci- 
'sion could be reached which would be accepted by all 'pro- 
vinces as fair. On balance, therefore, our present view is 
that we must definitely rule out the idea of any general ad- 
justment as behveon the provinces on the basis of ‘ needs ’ ; 
for we do not see how any tribunal could pronounce judg- 
numt on a matter so controversial and so much a matter of 
opinion in a form which we could reasonably expect all pro- 
vinces to accept. 

65. Preliminary adjustments may have to be consi- 
dered. — AYkile, however, we feel forced to the conclusion 
stated in the preceding paragraph, we do not go so far- as to 
say that no sort of preliminary adjustment should be made. 
We have indeed been impressed in the course of our examina- 
tion by tne serious injustice -which may be caused in the 
initial stage to certain provinces by the re-arrangement of 
central and provincial sources of revenue involved dn tlie 
Layton sclieme. We have already referred to ilie operation of 
Leyolution rule 15, the abandonment of tvhich would involve 
an initial loss in respect of income-tax for several provinces, 
which could only be recouped later by the transfer of re- 
sources from the central Government, the date of which is 
uncertain. Assam, for instance, stands to lose at once nearly 
7 lakhs from a source of revenue which hud been steadily 
growing, whereas their share of personal income-tax, oven if 
the central Government were in a position to surrender at 
once the full amount under this head, would not be more than . 
9 lakhs. _ Similarly the exchange between foreign liquor and 
commercial stamps, though these heads approximately balance 
so lar cis Ihe central Government is concerned, will affect 
provincial finances unevenly. No figures ai'e at present 
a-\ ailablo and it will take time to collect them, but one pro- 
vince has estimated its loss from the transfer at 13^ lakhs. 
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The provincialization of accounts will involve a new burden, 
on the provinces which has hitherto been borne by the central 
Government, while some provinces might benefit from the 
tjnnsfer of High Court expenses less High Courl fees. When 
the exact effect on individual provinces of these various 
transfers has been examined more thoroughly than has up 
to thi <3 moment been possible, consideration must be given to 
the question whether these special grounds justify some pre- 
liminary adjustments. We reserve our judgment on this 
point. 

66. The order of surrender of central revenues. — ^It is 
necessary first to explain hoAV the various provinces ‘will be 
affected bj'" the order of surrender of the two taxes in question, 
personal income-tax and salt. We have already indicated 
the proportion^ in which the pro^dnces would share the pro- 
ceeds of the personal income-tax when surrendered. The 
industrial promnees of Bengal and Bombay and in a lesser 
degree Madras would obtain the principal benefit. The dis- 
triloution of the salt tax on the basis of population (taking, 
as seems reasonable, a net figure of 6 crores at the time 
when the transfer is completed) would give ihe following 
results : — 


Madras 


Lakhs. 

I,i0 

Porcentago 

increase 

revenue. 

6.7 

Bombay 


50 

3.5 

Bengal 


1,24 

11.2 

United Provinces 


1,17 

9.9 

Punjab 


55 

5.1 

Bihar and Orissa 


90 

16.3 

Central Provinces 


37 

7.7 

Assam 


17 

6.6 


It is, however, conceivable that the decision might be to trans- 
fer uot tlio whole but a portion of one tax, and fhen a portion 
of the other. The result can be judged best by giving the 
Xoroportions in which each province would share in the first 
crore of each tax surrendered : — 



Personal 

income-tax. 

Salt. . 

Madras 

14.5 

18.5 

Bombay 

25.9 

8.3 

Bengal 

27.4 

20.7 

United Provinces 

9.3 

19.5 

Punjab 

8.8 

9.2 

Bihar and Orissa 

6.8 

15.0 

Central Promnees 

4.8 

6.2 

Assam 

2.5 

2.8 
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Bengal and Madras come out fairly well in either event, and 
there is no serious dift'erence in the case of the Punjab, 
Assam and the Central Provinces, though all would fare 
slightly better' if salt were given the preference. The prin- 
cipal result of preferring- income-tax to salt would he a very 
substajitial gain to Bombay and an appreciable gain -fo Bengal, 
to the disadvantage mainly of the United Provinc^es and 
Bihar. 

Sir Walter Layton has definite^ recommended that the 
urgent needs of the industrial provinces should be recognized 
at least to the extent of armnging that the transfer of in- 
coi'ue-tax receipts should be begun as early as possible. It 
is true that the industrial provinces will also gain most from 
the .surcliarge on personal income-tax if they decide, and are 
able, to impose it, but we suggest that as fair a solution as 
any would be if the surrender of the first 2 crores of revenue 
were in the form of personal income-tax and that thereafter 
tlie surrender of revenue should be from both taxes in equal 
amounts. We recognize, as pointed out Iw the Government 
of Bihar and Orissa, that there would be definite political 
advantages in making a beginning -vvith the provin- 
cialization of the salt tax at an early date. In fur- 
ther support of the form of recommendation that 
we have thus tentatively made, we would point out 
that for practical reasons it is Idcely to be necessary to 
undertake the transfer of these taxes step by_ step._ The 
central Government will have to proceed tentatively in the 
abandoimienl of its revenues, and it is hardly possible that it 
vill at any moment be in a position to hand over in a single 
transaction the whole proceeds of either of these taxes. 

67. Procedure applicable to the provincial fund. — ^We 
accept tlie proposals^ of the Indian Statutory Commission re- 
garding the procedure applicable to the provincial fund. 
Some modification in detail will be required if the Gommisi- 
sion’s proposals regarding the constitution of the Federal 
Assembly are revised, biit the principles could be applied 
mutafis muiandis to -the alternative arrangement which we 
have suggested for a separate inter-pro'vincial finance coun- 
cil. Several of the provincial Governments have expressed 
doubts whether it should be O]oen to a minority of the inter- 
provincial council of finance members to bring proposals for 
taxation before the Assembly. On the whole however we 
consider that, if not less than three of the provinces desire 
that proposals for taxation should be placed before the As- 
sembly, it is fair that they should have an opportunity of 
presenling their case and of securing, if they can, a majojity 
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in tlie Assembly. It has also been suggested to us that in 
•view of the many uncertain factors and hypothetical assump- 
tions involved in the suggested financial arrangements, which 
may result in the settlement working out very diflcerently 
from- what is now anticipated, provision should be made for' 
a re'view of the settlement after 5 or 10 years. We have con- 
sidered this suggestion, but we are of opinion that such an 
arrangement would be disturbing, and might even lead pro- 
vinces into a policy of extravagance vdth the object of estab- 
lishing claims for special treatment in the light of their actual 
commitments at the time of revision. 

We recommend that the settlement should be embodied in 
statutory rules so that alteration of it would be possible with- 
out an amendment of the constitution. 

We call attention td the recommendation of the Bombay 
Oqvernment, with Avhich we agree, that legislation imposing 
provincial fund taxation should not be voted every year, but 
only when Ihe inter-provincial council of iiiianee members 
makes proposals for a change. 

68. Borro'vving powers. — ^In an earlier paragraph we 
stated that we accepted the position that the control by the 
Government of India over the provinces in the sphere of 
finance should be confined to the control of borrowing. It is 
desirable to consider more fully the details of the Indian 
Statutory Commission’s proposals on this subject. 

As regards the powers of provincial Governments to raise 
loans, the proposals in their report make little change in the 
exivsting position which is governed by rule 3 (1) of the Local 
Government ( Borrovnng) rules (reg-ulating borrowing in the 
open market) and by Devolution rule 25 (regulating advances 
by the Government of India to local Governments). In actual 
practice the terms on which advances can ordinarily be given 
have been codified in the rules governing the provincial loans 
fund, which have received the approval of the Secretary of 
State in Council, and have therefore to some extent limited the 
fuller 'powers which the Government of India enjoyed under 
Devolution rule 25. 

The proposals of Sir Walter Layton may be summarized 
as follows : — 

(а) The loans raised by provincial Governments 

should be subject to standard regulations and 
their raising should be co-ordinated. 

(б) To this end a council of prnvincial finance 

ministers should be instituted, over which the 

. - f2 
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Finance Member o£ tlie Government of India 
slionld preside. Its tasks’" should be “to 
establish a borrowing’ programme, to lay do^vn 
the standard regulations, and to arrange terms 
with the Government of India It should, 
however, be advisory only for the present, and 
the real power should vest in the central Gov- 
ernment. On the other hand, it is contemplat- 
ed that the latter should not act without con- 
sulting the council, since it is specifically stated 
that consultation should invariably be made 
before special sanction is refused to a Ictan, even 
where such sanction is definitely required by 
the regulations. 

(c) As responsible government in India develops, iha^ 
council may cease to be a mere advisory body 
and may acquire real power. 

The Gommissionf apparently accept these proposals gene- 
rally. They suggest further that the powers statutorily re- 
tained by the central Government should take the shaiee of a 
perfectly general control, but that this control should not be 
used to dictate the purposes for which loans should be raised. 
If a declared purpose is within the scope of the regulations,, 
the grant or refusal of sanction should be dependent i)rimarily 
on considerations of the monetary and cre(b.t situation. Ap- 
proval should, however, not ordinarily be given to a loan in- 
tended to meet a deficit ; and if it is to be given, the loan should 
pay a discriminatory rate of interest. 

Subject to a qualification and a reservation explained at 
the end of this paragraph, we arc prepared to accept these 
proposals as a provisional arrangement, though we must 
emphasize thai the words ‘ credit situation ’ used above re- 
quire further definition. The considerations which are to 
govern any decision should include, not only the general 
credit situation of the Government of India, having regard 
to its own position and the rates for money prevailing in the 
woi’ld at the time, but also the particular credit situation of 
the province which is seeking a loan. For this purpose 
account would have to be taken of the general financial 
policy and position of the province concerned. 'While 
accepting the proposals as a provisional arrangement, we 
feel bound to express doubts as to its advisability as o perma- 
ment plan, if^ it is to develop to a point where the inter-pro- 
xincial council ceases to be merely advisory and acquires 

* Volume H, para. 311. 
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sctnal i^owers of decision. Several of the provincial Oov- 
-ernments have expressed opposition to the idea that their 
horrovdng progTamme should be controlled by a council con- 
sisting of representatives of other provinces who are their 
potential competitors for a share in the limited amount of 
loan money available. They do not rule out the possibility 
that it may be to their advantage to abandon joermanently 
their individual liberty of borrowing on their owji credit, for 
the sake of arriving at a co-ordinated plan of boia’owing 
for the whole of India, and in order to obtain the advantage 
-of borro'wing vdth the credit of the Government of India. 
But they do not consider that in that case a body composed 
of political representatives of all the pro^dnces would pro- 
vide a suitable arbitral tribunal. They contemplate rather 
something in the nature of an all-India board of loan 
commissioners, on which the expert element would be strong- 
ly represented. It has indeed always been our view that 
the administration of the provincial loans fund should 
eventually be entrusted to such a board. On the other hand, 
we feel that it is premature at this stage to settle any 
.arrangements which should govern the position for all time. 
‘While recognizing the advantage of a co-ordinated plan of v 
borrowing, we see serious disadvantages in creating condi- 
tions, in which the individual provinces need not consider 
their o^vii credit Avith the world but can always rety on the 
■support and protection of the central Government. The 
■surest way to bring home to any Government the necessity 
for following canons of sound financial administration is 
that they should be faced, when they disregard those canons, 
with the absolute impossibility of raising funds, even on loan. 
This necessity will be borne in upon them if they have 
themselves to deal .with the outside nioney market, whereas 
if it is mei'oly a matter between the provincial Government 
and the central Government, the realities may be obscured 
and political influences will play a part. Speaking general- 
„ 'ly, we think that the future course must be decided in the 
‘light of actual experience. For the present the provincial 
Governments are all prepared to continue what is in sub- 
stance the existing arrangement, and to place themselves in 
the hands of the central Government. It is our view also 
.that this arrangement should be retained for the present. 
We have to make one further observation in conclusion. 
The ob.ioctions expressed by the provincial Governments to 
having their individual loan operations controlled by a 
council of provincial representatives have led them in certain 
cases to ask that the functions even of an advisory council 
-should be strictly limited. They fear that even if such a 
•council is merely achdsory, if it is formally constituted, if 
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be difficult for the central Government to reject its ad- 
vice. They would prefer it to be definitely understood that 
i.he power of decision remains with the central Govcrinnont 
and that the central Goverinnent will do no more than sum- 
mon a meeting of provincial representatives so- that the 
general programme may be jointly discussed ; such discus- 
sion being of an informal nature and not intended to lead up 
to anything in the nature of definite resolutions b 3 '' the coun- 
cil. On the whole, we may express agreement with tiiis 
view. 


We must also maife one further reservation. It would 
seem essential to give the Goverimient of India power to act 
■\wthout consulting provincial representatives if an applica- 
tion for a loan is made in an unexpected emergency. It is 
consistent with our preceding observations that we do not 
consider it to be necessaiy or desirable to xDrovide b^’- statu- 
tory rules for the establishment of a council. The neces- 
sary provisions could be inserted in the standard regulations 
themselves, winch would take the place of the rules now sanc- 
tioned ly’" the Secretary of State. Minor points . of detail 
could be thrashed out when the provincial representatives 
met to frame regulations. 


69. Provincial balances.— The Indian Statutoi-y Com- 
mission have conciirred in Sir Walter Layton's recommen- 
dation that proffincial balances should not for the present be 
separated, and that any change in the present arrangements 
might be postponed until a central bank is created, which 
would presumabh' take over the banldng business of the pro- 
vincial and central Governments. We have ascertained that 
there, is no clesire on the part of provincial Governments for 
any immediate change in the present arrangements, and we 
support the Commission’s recommendation. W^e have, how- 
eyer, to contemplate the possibility that an autonomous pro- 
vincial Goveniment may desire at some time in the future to 
nmintain its own balances, and following the general principle 

u Commission a development in this direction 

should be allowed for. We therefore recommend that if, 
alter the new regime has been started, any provincial Gov- 
ernnaent desires to maintain separate balances, the Govern- 
ment of India should be prepared to agree, subject to suit- 
able arrangements as to details. A scheme for 'the - separa- 
oalances^ was drawn up in 1924, and it mav be said 
^at the separation could be effected without any serious ad- 
ministrative difficulty. ■ , 

i Commission have made a further 

tip Government of India should per- 

form the seimce of hanker for the nroffincial Govenimeuts 
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on a commercial basis, and should not attempt to make undue 
profits out of the business. We accept this in principle ^vith- 
out committing ourselves at present to the amount of profit 
which would be reasonable or the form in which this profit 
would accrue, services. rendered at treasuries or interest 

on minimum balances to be kept by the provincial Grovern' 

. nie'nts. 

7C'. Accounts and audit. — Sir Walter Layton’s recom- 
mendation in regard to provincial accounts and to the status 
and functions, of the Auditor General are endorsed* by the 
Indian Statutory Commission. We accept the Commission’s 
recommendations. It is not unlikely that some of the provin- 
cial Governments vull at first desire to employ the central 
Government as their agent to keep their accounts and su^Der- 
mse their accounting stall, but we agree with Sir Walter 
Layton that whatever arrangement is adopted, the accounting 
stall should be entirely separate, so that the accounts may be 
audited by an officer holding an independent position. The 
various technical problems arising in this connection have 
been examined, and, although complicated, do not give rise to 
any insuperable difficulty. The question of the future of the 
Indian Audit and Accounts Service is among the most im- 
portant. The danger to avoid is that of having a number of 
small distinct cadres, none of which would be sufficiently large 
to offer a career to attract and keep good men. At first at 
any rate the provinces will probably find it necessary to em- 
ploy men seconded from the central service for the higher 
posts, and the full organization will be for administrative ex- 
perience to decide. 

71. G-rants-in-aid. — We agree with the view expressed! 
by the Indian Statutory Commission that the rigid S3’'steni 
now^ in force, under which it has been held that it is not per- 
missible to incur expenditure from central revenues on pro- 
^’incial subjects, should be relaxed, and that it should be 
rendered constitutionally possible under suitable restrictions 
to assist provincial obiects from central funds and vice versa. 
Any such grants -in-aid should be for some specific purpose, 
and the system should not be used for general relief of pro- 
vincial revenues. 

72. Local cesses on land. — W e have no comment to make 
on Sir Walter Layton’s re common dati on f regarding the desir- 
ability of removing the limit upon surcharges or cesses on 
land revenue or rent. This is a matter which is within the 
competence of provincial le^slatures. 
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THE CHIEF COMMISSIONERS’ PROVINCES. 

The North-West Frontier Province. 

73 . The proposals of the Commission. — The Commission 
devote particnlar attention to the peculiarly difficult problem 
of the North-West Frontier Province, Their first volume 
contains an illuminating chapter on its main features. The 
contrast between the government exercised in the five ad- 
ministered di.slricts and in the tribal tracts beyond is authori- 
tatively described, and the chapter ends with a general dis- 
cussion of tlie nature of the constitutional problem. The main 
points which the Commission take are, first, that the tribal 
area must remain under the direct charge of the Govern- 
ment of India ; second, that the administration of justice and 
the task of promoting and preserving order in the five districts 
is intimately connected with the control of the tribal tracts ; 
third, that if law and order in the five districts were to be 
dealt with in a provincial legislature, and entrusted to a minis- 
ter responsible to such legislature, the necessary co-023eration 
would be moi'e difficult to secure ; and, fourth, that the 
question of law and order, which in other parts of India is 
a domestic and internal matter, in the North-West Frontier 
Province is closely related to the subjects of foreign 
policy, and of Imperial defence. On the other hand, 
while they comment sjonpatheticalty on the fears of 
the small Hindu community, the tyomimission hold that the 
denial of reforms to the five districts has given these an un- 
doubted grievance. They comment, however, on the absence 
of local experience of the elective princtyle and draw adverse 
conclusions from the results of the recent experiment in 
elections to the Peshawar municipality. 

The recommendations made by the Commission in their 
second volume reflect the tenour of the views they express in 
the first. They^ repeat their jDrevious emphasis on the essen- 
tial need for unified control over the settled districts and over 
the tribal tracts, as the only means hy^which the security of 
the frontier can be effectively maintained. They accordingly 
suggest that there should be no chaiige in the jpresent arrange- 
ment, by which the Chief Commissioner combines in liis 
person the dual responsibility of administering the five 
aistricts and acting as Agent for the Governor General in 
dealing with the tribal area. They propose to meet the politi- 
cal aspirations of the province by creating a local legislature 
containing indirectly elected representatives, with powers 
ot taxation and of voting expenditure ; but executive 
responsibility should, as at present, rest with the Chief Com- 
missioiinr 
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74. The proposals of the Indian Central Committee. — The 
recommendation made in the majority report of the Indian 
Central Committee was that reforms should be introduced 
into the North-West Frontier Province on the lines of the 
Moriey-Minto reforms ; and that after a constitution of that 
type had been in operation for ten years, the question should 
be further examined 'with a view to seeing what ^advance 
could then be made. 

75. The need for constitutional advance. — ^As we shall pre- 
sently indicate, we see strong reasons for giving the North- 
W est Frontier Province a form of goveriunent somewhat more 
liberal than prox^osed either by the Commission or b^* the 
Indian Central '■Committee. But the first point which we 
desire to emphasize is that the Commission themselves appre- 
ciate the now urgent need for constitutional advance in that 
province. The need is also recognized by the Indian Central 
Committee. This is an important variation from the position 
which obtained in 1919 when the authors of the Joint Report 
recommended"^' that, for reasons of strategy, the province must 
remain entirely in the hands of the Grovernment of India, a 
recommendation which has since continued to govern its 
constitutional status. And, though the problem of introduc- 
ing reforms has been much agitated for some years past, and 
was examined by the Committee over which Sir Denys Bray 
presided in 1922, no change in the administration has yet been 
made. The province was sejoarated from the Punjab in 
1901, and still retains the form of government which it was 
then given. The last thirty years have seen great changes in 
the j)rovince, and this is a position which we think can no 
longer be maintained. The need for some advance is admit- 
ted ; the questions now at issue are its degree, and the form 
which the new constitution should take. 

The Commission seem to have been greatly infiuenced 
by their belief that local conditions prevent any resort to 
methods of direct election. For our part we are inclined to 
the view that the conclusions which the Commission drew 
from the first results of a single experiment in municipal 
elections may have been unduly joessimistic, and, if direct 
elections to the legislature be foimd practicable, we would 
consider it difficult, on general grounds, to refuse to the 
frontier province somewhat more generous treatment than 
the Commission recommend. The five disti'icts of the North- 
\^'est Frontier Province are not behind the adjoining districts 
of the Rawalpindi and Multan divisions of the Punjab in 
point of intelligence and capacity. In these Punjab districts 
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the method of direct election to district boards and municipal 
committees was still unknown when the reforms of 1919 were 
introduced. Nevertheless, they have participated with 
success in the dyarchical constitution of the province. The 
people of the North-West Frontier Province ma 3 ^ well claim 
that the absence of direct representation for local purposes 
should no more obstruct the introduction of representative 
governm6^nt in their province now than it did in the Punjab 
in 1919. In fact the Chief Commissioner has now decided 
to introduce direct representation for the constitution of local 
bodies. 

Idierc are, however, other reasons of great practical 
moment for carrying reform bej^ond the point' reached by the 
Commission. Their proi30sals concede a legislative council, 
but denj'' loopular share ih tlie executive. In etfecr the 
Commission, equally with the Indian Central Committee^ 
would leave the North-West Frontier Province, with some 
variation, very much at the stage which other provinces 
readied with the introduction of the Morley-Miuto reforms 
in 1909. I'liere would be in the executive no element of 
resiionsibility to the legislature. The undertaking of Hie 
Majesty’s Government set out in the announcement of the 
20th August 1917 would still remain unexpressed in tlie 
constitution of the North-West Frontier Province at a time 
when the other provinces are rapidlj^ moving forward to 
responsible government. We fulty recognize the particular 
conditions of the North-West Frontier Province so well 
described in the report, and do not overlook the weighty 
considerations which intiuenced the Commission in favour of 
a strictl^^ cautious advance. At the same time the realities 
of the situation, and wq here have in mind the events of the 
past few months, make it a matter of the first importance 
that the scheme adopted should attract a reasonable measure 
of public support ; and, subject to the necessary safeguard, 
that it should not leave the wa^’- open for invidious com- 
parisons between the form of government in the Norlh-West 
Frontier Province and that introduced elsewhere. 


76. The choice between three courses. — These are the 
broader considerations which we have before us. The 
choice of ^ constitution for- the North-West Frontier Province 
seems to_ lie between three sA’^stems : either a Morle 3 '--Minto 
constitution, or djmrchy, or a unitarA’' scheme on linos 
approximate to the form of government in other proAuneos, 
but with provisions appropriate to the particular circum- 
staimes of the province. The first represents roughly the choice 
made by the Commission and bj’- the majority of the Indian 
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Central Committee. For the reasons which we have just 
given, we consider that it would not satisfy the political 
aspirations of the province, and would thus suffer from the 
fatal impediment that it would enlist no popular co-oi^eration. 
A.rguments based on the Commission’s contention that tile 
IDrovince’'' forms iho ine\itable terrain for military opera' 
tions ’ ’ seem to us to be susceptible of implications other than 
those which the Commission draw, A discontented frontier 
province would be a serious threat in the rear of any army 
operating in the defence of India. We would be reluctant 
therefore to adopt a form of constitution for the North-West 
Frontier Province which would fall so far short of provincial 
expectations. Incidentally the suggestion of the Indian 
Central Committee to fix a ten years’ limit to the constitution 
which thej’- propose seems to us more likely to aggravate than 
to assuage the objections to their scheme. From the first 
years of the new constitution agitation would be set on foot 
to replace an admittedly transitional sj'^stem by something 
more acceptable. 

The second expedient of a dyarehic constitution on 
the lines of the existing constitution in the Governors’ pro- 
vinces was suggested by two Muslim members of the Indian 
Central Committee, namely Sir Zulfiqar Ali Khan and I)r. 
A. Suhrawardy. So far as we are aware their suggesthm 
has received no support in the province ; and, in the absence 
of such support, we agree with the Chief Commissioner that 
there would be very grave disadvantages in now giving the 
North-'West Frontier Province a form of governmojil which 
is being discarded elsewhere. The general arguments used 
by the Commission in criticism of dyarchy in the Governors’ 
provinces would apply with special force in the North-'West 
Frontier Province, where irresponsible opposition to the 
reserved administration would be particularly dangerous. 

There remains the third possibility, namely, a unitary 
scheme approximating to the form of government In other 
provinces, but with adequate power secured to the head of the 
province suitable to the particular local circumstances. 
This is the form of constitution recommended by the Chief 
Commissioner and represents the choice between the three 
courses which we would ourselves make. The scheme which 
the Chief Commissioner proposes is set out in an annexure 
to his letter : but the matter is of such great importance to 
tJie peace and contentment of tlie North-West Frontier Pro- 
vince that we make no apology for ourselves recapitulating 
the features of the Chief Commissioner’s scheine and review- 
ing the lines on whicli it might be expected to function. 
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77. Tlie Chief Commissioner’s scheme. — The scheme pi'e- 
pared by the Chief Commissioner contemplates a legislature 
to coxisist, as recommended by the Commission, of an elected 
and nominal ed element in about equal proportions. The 
precise suggestion is that the elective element should be given 
a majority of one. So far there is agreement with the Com- 
mission, but iji place of the Commission’s scheme of indirect 
election, the intention is to substitute direct election “ if there 
is found to be any strong local feeling in favour of a body of 
elected members wholly chosen by direct election ”. The 
Chief Commissioner does not exclude the possibility of com- 
binmg direct with indirect methods of election, but, as he 
states, the problem would require to he worked out by a 
special franchise committee possibly local in its composition. 
The size of the council would he determined by the considera- 
tion of whal would form convenient constituencies, but it is 
anticipated that it would comprise a total membership 
elected and nominated of some 30 or 40 members. 
The Hindu and Sikh minorities would he given weightage 
which might be double that to which they would be 
entitled on a population basis, and would be given a choice 
’ between vaiious methods of reiDresentation including’ separate 
electorates, reservation of seals, or even nomination. The 
olficial elemert would be limiied to six or eight nominated 
seats. ■. 

The Commission rightly emphasize the need for vesting 
responsibility both for the five ■ districts and for the tribal 
tracts in the same executive authority. The Chief Commis- 
sioner’s scheme recognizes this essential requirement. The 
head of the administration of the North-West Frontier 
Province, to he known under ihese proposals as the 
Lieutenant-Governor, would remain the Agent to the 
Governor General in Council for the tribal area. But for 
the administration of the five districts it is suggested that 
he should be as.si.^itcd by two ministers, of whom one would 
he an official. 

This dejoarture from the recommendations of the Com- 
mission involves other important consequences. Instead of 
remaining a centrally administered area under the direct 
control of the Governor General in Council, it is proposed 
to devolve authority on the provincial administration with 
a classification of siibjects into central and provincial, follow- 
ing broadly the lines of the classification in other provinces. 
But there would be exceptions in the case of certain sahiects 
peculiar to the North-West Frontier administration, which 
would be classified as centi-al subjects and dealt with on the 
existing basis. The Chief Commissioner has enumerated some 
of these, for instance, the frontier constabulary and scouts, 
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frontier remissions and allowances, and. strategic roads as 
illustrations of matters cliieliy relating to tlie tribal areas 
and to the defence of India, and properly classed as central 
subjects for that reason. He also mentions the extra police 
and other forces necessitated by- the geographical laosition of 
the province. We think it probable that on further examina- 
tion these should be classed as provincial. These, however, 
are matters of detail which need not here detain us. The 
broad iDoint is that in making the dividing line between central 
and provincial subjects, regard would be had to the need 
for classifying as central cei-tain subjects of all-India 
importance peculiar to the present administration of the 
North-West Frontier Province, which could not properly be 
entrusted to the provincial legislature. 

Simultaneously mth the devolution of authority to the 
local administration, it would be necessary to give the pro- 
vince a financial settlement. The Chief Commissioner has 
explained that it wall be necessary first to i-each a figure 
of what may be called its normal domestic exiaenditure. 
Steps have alreadj'- been taken to enquire further into 
the classification which he has suggested of varioiis classes of 
• provincial expenditure, but these again are matters of detail 
with which we need not encumber this despatch. The out- 
standing result is that even after' heads of expenditure which 
should be classified as central have been separated, the 
revenues locall}’" raised are expected to fall far short of the 
expenditure needed for the administration of the subjects, 
which will be classified as provincial. To meet this deficit a 
subvention from central revenues w^ould be required ’'vhich, in 
agi'eemcut with the Commission, we consider Avould be justi- 
fied. The Chief Commissioner suggests, and 'wo are disposed 
to accept his suggestion, that the subvention fixed on this 
basis should not be variable from year to year, but should be 
subject to quinquennial review by the Assembly. 

These are the broad outlines of the alternative scheme, 
Avhich with due regard to local conditions the Chief Commis- 
sioner has put forward. In concluding his description of his 
proposals, -which he describes as tentative only, he suimoiarizeg 
the main respects in which they depart from the recommenda- 
^ tions of the Commission, namely, in the devolution of autho- 
rity to the local Government ; the provision for a financial 
settlement ; the introduction of direct election to the 
legislature ; and the presence in the executive of two minis- 
...ters, one official and one non-official. The scheme is put 
foiwvard in the belief that wffiile securing to the Lieiitenant- 
Governor adequate controlling authority, it -will give the 
pro-^nce a flexible constitution capable, with the growth of 
political experience, of development and expansion without 
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tlie necessity of subsequent violent changes or radical 
statutory amendment. 

78. Consideration by the Round Table Conference. — 
We have no doubt that full opportunity will be taken at the 
Bound Table Conference, in consultation with the British 
India delegates, to weigh and to assess the I'ival merits 
of the three schemes which we have set out, or of any others 
which may be put forward for consideration. Much weight 
will attach to the proposal to which the Commission have 
lent their authority. We recognize the care and the ability 
with which they have considered this most difficult problem. 
We do not differ from them in their assessment of the factors 
which must be boiaie in mind, and of Avhicli we appreciate 
the bearing. But recent events have thrown fresh light on 
what has become a pressing political problem. We do 
not disguise the risks iiiAmlved. They are set out frankly 
by the Chief Commissioner. But the risk of continued poli- 
tical dissatisfaction in the North-West Frontier Province 
is to our inijids the gi'eater menace. We look for a constitu- 
tion Avhich shall be so framed as, on the one hand, to safe- 
guard the peace and security of the frontier, and, on the 
other hand, to recognize the local aspirations Avith Avhich Ave 
fully sympathize for a form of government, containing a 
popular element, for the administration of purely proA'incial 
subjects. With this objective before ns, Avhile Ave appreciate 
the argumeuls on which the Commission base their proposals, 
AA'e favour the more liberal scheme Avhich the Chief Commis- 
sioner has prepared, and Avhich he recommends. 

BalucMstav. 

79. I'iie Chief Commissioner in Baluchistan accepts the 
vieAv expressed by the Commission that no present change is 
required in the administration of Baluchistan, Avhere no desire 
for Avestern institutions has yet expressed itself. We also 
are of the same opinion. We agree AAuth the Chief Commis- 
sioner in the importance Avhicli he attaches to the Commis- 
sion’s proposal for the representation of the province in the 
central legislature. We have borne this in mind in the 
suggestions Avhich Ave have made below for the future com- 
position of the Indian legislature. 

Other Areas. 

80. The Delhi ProAdnee. — ^In our memorandum to the 
Commission on the subject of the Delhi province, we observed 
that it comprises the seat of the Imperial G-overnraeut and 
those areas alone which could not conveniently be severed from 
it. Though the memorandum Avas descriptive only, we drew 
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uipoii the 131’ecedeiits of other countries to emphasize our 
direct interest in the general and political condition of our 
own enclave. The Commission’s view that the form of 
government in Delhi cannot he usefully altered is entirel :5 
in accord with our own opinion. In our own suggestions for 
the constitution of the Assembly we meet the point taken 
by the Chief Commissioner that there should be two seats, 
one for a Hindu and one for a Muslim representative of the 
Delhi province. 

81. Ajmer-Mei'wara. — Similarly, in agreement with the 
Commission and with the Chief Commissioner, Ave consider 
that at present no constitutional reform can suitably be 
inlrodaced in Ajmer-Merwara. We agree with the Chief 
Commissioner that the representatWe of the province in 
the Assembly should as now be elected, and should not, as 
suggested by the Commission, be nominated. It may not, 
however, be possible to meet the view of the Chief Commis- 
sioner that Ajmer-Meiuvara be given a separate seat not 
.shared Avith any other province in the Council of State. But, 
as in the ease of Coorg, we agree that the viev^^s expressed 
by the Chief Commissioner in this matter should not be over- 
looked Avhen the precise composition of the Council of State 
is being considered. 

82. Coorg. — The Commission haA'e expressed the opinion 
that there is no ground for changing existing constitutional 
arrangements in Coorg. The Coorgs themseHes appear 
from the Chief Commissioner’s letter to be divided in their 
views on the future status of the province. Some sections 
are reported to faA’-our amalgamation AAuth a larger unit ; 
others desire to retain the separate existence of the Coorg 
proAuiice. We agree Avith the Chief Commissioner that, 
until local opinion has crystallized, it would be premature 
and unAvise to take final decisions. We accordingly accept 
the recommendation of the Commission against any present 
change. 

We accept the Commission’s proposal to gWe Coorg 
one elected seat in the B’'ederal Assembly. We fully appreciate 
the distinctive historical traditions of Coorg as recalled by 
the Chief Commissioner, but Ave see some difficulty in accept- 
ing his suggestion that this small province should also have 
one seat of its OAvn in the Council of State instead of sharing 
a seat with Baluchistan and Ajmer-MerAvara, as recommended 
by the Commission. The vieAVS expressed by the Chief Com- 
missioner on this point may however be further considered 
when the arrangements for the composition of the future 
Council of State are being made. ‘ 
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83. Machinery for constitutional changes. — Though we 
accept the Commission's view that the time has not come for 
constitutional change in anj’^ of these four central areas, we 
recognize that their existing systems of administration may in 
course of time come to require modification. We should hope 
therefore that there would be machinery^in the constitution to 
enable administrative and constitutional changes to be made 
at any time in the form of their government. 

BURMA. 

84-. Separation recommended by the Commission, — In 
their report the Commission discuss^ at some length ihe future 
of Burma. They describe the nature of its larescm asso- 
ciation with India, and express two main grounds for their 
belief that the two countries should now be separated. These 
Uro grounds, ^rhich they state as cardinal considerations, are,, 
first, the strength of Burman sentiment in favour of separa- 
tion ; and, second, the constitutional difiiculty of giving to 
Burma a satisfactory place in an3^ centralized system de- 
signed to adAmnce the realization of responsible government 
in British India. Their examination of these two matters 
leads the Commissionf to the definite concJusion that noth- 
ing but tile most ovenvlielming considerations could justify 
the continued retention of Burma within the Government of 
India Having reached this view, they next proceed to 
eoiisider the main objections which have been raised, military,, 
financial and economic. 

The Commission do not contest the argnment in the 
hlontagu-Chelmsford report that Burma must remainf “ part 
of the India.n polity " for military reasons. They do not 
enter into questions of high strategy; but, after emphasizing* 
the limit of Burma’s interest in tiie defence of Ihe North- 
East Frontier of India, they take their main point that§ “alley 
see no reason why it should not be possible to combine poli- 
tical separation with satisfactory arrangements in the mili- 
tary sphere ”. Though they contemplate that the troops in 
a separated Burma would be under flic control of the Got- 
ernor in all ordinary internal matters, they seem to have had 
in view close military co-ordination’ under some kind of 
unified control between India and Burma for the general 
purposes of defence. 

The Commission accept Sir Walter Layton’s general con- 
clusion i| that “ separation could fairly be effected in such a 
way as In do no financial injury to either country, and to leave 
Burma with adequate resources ’ ’. 

+ Joint Report, Para. 198. 
^Vol. H, para. 221. 
l|>yo], II, pa3fa. 222. 
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TJjey restrict tlieir consideration of the economic conse- 
quences to the eJffect of separation on Burma’s economic posi- 
tion and its economic relations with India, and suggest that 
mutual adjustments should be made by way of a trade conven- 
tion between the two countries to the advantage of both. 

I he general view which the Commission reach from these* 
conclusions is that there are no military, financial or economic 
objections of such weight as to amount* to overwhelming 
considerations ” sufficient to justify the retention of Burma 
under the Government of India. They accordingly make a 
definite- recommendation that Burma should be at once sepa- 
rated from India, and the}’' suggest that a declaration '-o that 
effect should be made as early as xjossible. 

85. The military problem. — In the short time at our dis- 
posal we have, endeavoured to supplement the Commission’s 
investigations into the probable military, financial and eco- 
nomic consequences of separation by further departmental en- 
quiri(is on our ovm part. We take first the military problem. 

We do not here concern ourselves with questions of the 
gai'rison required in a separated Burma; nor with the sources 
from which it should be obtained ; nor again with such mat- 
ters as the nature and extent of such financial contribution, 
if any, as Burma might for one reason or another be re- 
quired to make towards the defence of India. The broad 
issue which we place before ourselves is whether or not strate- 
gical considerations make it essential to maintain a single 
military - organization under unified control for the de- 
fence both of India and of Burma. On this broad issue the 
technical advice which has been tendered to us by our col- 
league His Excellency the Oommander-in-Chief is that unified 
control is not essential. We arc informed that there is no 
military reason wliy each country should not possess its 
own separate defence organization. This advice immensely 
simplifies the problem with which the Commission were faced. 
It does not mean that difficult and complicated issues may not 
arise in determining the approiiriate arrangements for the 
defence of Burma. . Nor does it exclude the possibility 
of some measure of mutual co-ordination in the arrangements 
made for the defence of the two countries. But the advice 
which we are given, and wliich we are disposed to accept, 
goes far to remove the military problem as in itself an 
obstacle to the separation of Burma. Moreover, it is wholly 
in accord with the representation made by the Government of 
Burma themselves thatf “ separation should be complete, and 
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should extend to the military as well as to the political 
sphere 

86. Financial considerations. — Our examination of the 
financial consequences likely to arise from separation is neces- 
sarily incomplete, but we enclose in the form of an appendix* 
a memorandum jjrepared in our Finance Department discuss- 
ing various aspects of this matter. The calculations made 
by Sir Walter Layton in his note on the financial aspect 
of separation are examined and discussed, and the conclusion 
reached by the Department is that it would not be safe to 
accept at jjresent the Commission’s finding that seioaratloji 
could fairly be effected in such a waj’’ as to do no financial 
injury to India. At the same time, according to the depart- 
mental view, separation could be brought about in such a waj’’ 
that the revenue loss to India would not be of sufficient mag- 
nitude to make it a factor of overriding importance in con- 
sidering the pros and cons of separation. The reactions of 
separation in the financial sphere iviU not be confined to its 
direct effects on revenue and exiienditure. In consiclering 
these reactions rve wish to emphasize the great desiralrility, 
if separation is to be carried out, of adjusting the relations 
between the two countries in a spirit of reason and mutual 
accommodation, so as to avoid as far as jDossible the ill-effects 
which might arise from so great a change in long-established 
practice. This remark applies equally to the econonoic conse- 
quences referred to in the next paragraph. 

87. Economic consequences. — turn now to tiie possible 
economic consequences of separation. Here we pass into a 
region where precise statements of the probable future posi- 
tion in the event of separation cannot be made. At present 
the two countries come under a single economic S 3 ’'stem. The 
Commission have examined the question piimarily from the 
aspect of the reactions of separation on the economics of 
Burma. They comment on the divergence of interests 
between India and Burma and mentionf that “ Burma in- 
creasingly feels that its own loractical interests sometimes con- 
flict v/it.h ilie policy which commends itself to the majority 
in the central legislature We are aware that .some sec- 
tions of influential opinion in Burma take the view that econo- 
mically their country suffers by its union with India,, and that 
this constitutes a factor in the local demantl for seiiaration. 
But even if it were to be established that under existing 
arrangements Burma suffers some economic disadvantages 
not direclly offset by compensatoiy economic benefits, this 
would not necessarily lead to -a decision in favour of imme- 
diate separation. It would still he necessary to assess the 
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economic effect on India of a separated Burma. The most 
that ^ye are . able at present to say on this subject is that the 
economic effects may be considerable, but that, as suggested 
by the Commission, it should be possible to secure the. legiti- 
mate interests of India by some such means as a trade con- 
vention on terms mutually advantageous to both countjies. 

88. Administrative aspects. — In to the more general as- 
pects of separation we have made similar departmental in- 
vestigation. No administrative objections have been brought 
to our jiiotice of such moment as to affect a deci- 
sion on the broad question of policy whether Burma should 
remain a part of British India, or whether it should be separ- 
ated. If the political association of the two countries were 
to be terminated, it might still be found desirable by mutual 
agreement to retain common seiudces for certain purposes. 
For instance, local difficulties in organizing scientific dexjart- 
ments corresponding to the Gleological Survey of India, the 
Survey of India or the Meteorological Department could be 
met by agreed arrangements on a basis of payments ma.dc for 
services rendered. Any necessary co-operation, for instance, 
in agricultural, medical or forest research, could no doubt be 
settled by negotiation. 

89. Separation accepted in principle. — The brief review 
which we have made of the military, financial, economic and 
administrative factors leads us generally to the same con- 
clusion as that reached by the Commission, namely that, 
however important may be the practical considerations which 
are raised by the proposal for separation, and we do not dis-' 
guise from ourselves the fact that the consequences may be 
far-reaching, they do not in themselves constitute any insTii- 
mountable barrier. The seiDaration of Burma can therefore 
be examined in tlie light of 'the broader considerations of 
policy adduced by the Commission. In their first volume the 
Commission"" set themselves “ to bring home to the British 
Parliament and the British people in what the difference 
between .Burma and the rest of India essentially consists*’. 
The peox)lc of Burma are entirely different from the people 
of India. They come from a different stock and have a 
difffu'ont history. The former rulers of India never 
ruled over Burma. The country in which the Burmese 

geographically distinct from India and is cut 
off from it by sea,^ ruountain and jungle. These state- 
ments by the Commission of the differences between the 
two Goimtries supply the fundamental argument in favour of 
separation, an argument which develops greater streiio-th 
with each step forward that India takes on the road to self- 
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goveriimeiit. The Commission describe the difficulties of 
Burmese representation in the central legislature, and tlie^ 
fiisabilities from wliich the few Burman representatives must 
necessarily suffer in a body preponderatingiy Indian in its 
composition and its outlook. We accept their description and 
we recognize the difficulties. But the real argument for 
separation is that in the words of the Joint Report’ “ Burma 
is not India For that reason the growing volume of 
Burmese sentiment in favour of separation is now difiicult 
to resist. Since the publication of the Commission’s report 
the Burma legislative council has again expressed itself 
unequivocally in favour of separation, and in their letter the 
Groveimment of Burma accept-}- as “ unquestionably correct ” 
the estimate of Burmese opinion made by the Commission. f 
We accordingly endorse the view expressed by the 
Commission that, so far as there is public opinion in 
Burma, it is stronglj'; in favour of separation. Assuming, 
therefore, that an equitable financial settlement will be made 
between the two countries, and that their respective economic 
interests vdll be safeguarded by arrangements which we hope 
may be mutually advantageous, we support in principle the 
proposal that Burma should now be separated. At the same 
time we feel strongly that it is a matter regarding which 
Indian opinion should have ample opportunity to declare 
itself, and we would not ask His Majesty’s Government to 
come to any definite decision until there has first been full 
discussion of the Avhole question at the Bound Table Con- 
ference. We accept the view of the Commission that there 
is nothing to be gained by postponing separation to any later 
stage in the constitutional gro-wth of British India. If 
separation be accepted in principle, the present re- 
vision of the Avhole constitution of government in British 
India supplies the appropriate occasion for making the 
change. 

90. An early declaration of policy, — The Commission 
suggest that an announcement should be promptly and pub- 
licly made that the policy of separation of Burma from British 
India has been approved, and that consideration ^vill at once 
be given to the question of the new constitution of Burma, 
and to the adjustment of the many complicated and important 
matters which must arise during the period of transition. 

As we have just indicated, we do not contemplate that any 
public declaration should be made before the question of the 
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separation of Burma lias been considered by the liound 
Table Conference.* There may even be diffienllios in making 
cin announcement before Parliamentary approval has been 
obtained. ThiSj however, would be a matter bet-ween His 
Majesty’s Govemment and Parliament. The point with 
which we are concerned is to invite attention to 1he emphasis 
which the Government of Burma lay upon the need for ex- 
pedition, in order that a new constitution for Burma may 
come into being at the same time as the new constitution 
for British India. Tn view of the large issues involved, we 
have some doubt whether this wall in fact be possible ; but, 
assuming that the general case for separation is established, 
we agree both mth the Commission and with the local Gov- 
ernment that an early declaration of policy is desirable to 
enable enquiries to be set on foot without avoidable delay, in 
order to effect the separation as nearly as may be simulta- 
neously vrith the introduction of the new constitution in 
India. 

91. The machinery for enquiry. — We have mentioned that 
large issues are involved, and we shall endeavour to give 
a connected view of the general nature of the enquiries 
which seem to us likely to be necessary before separation can 
be carried into etfect. In such an event, there would be three 
classes of matters to be considered. In the first place a new 
constitution for the separated Burma would be required. 
Secondly it Avould be necessary to separate the finances of the 
two countries and to determine in other respects their mutual 
rights and obligations. And, lastly, there are all those 
arrangements which may require to be made by^ agreement 
bet^veen two separated countries, arrangements, for instance, 
relating to commercial and trading conditions. The most 
that we can attempt at this stage is to sketch in outline the 
machinery which may be necessary for the investigation of 
these several matters. 

92. A constitutional commission. — The Commission na- 
turally do not themselves undertake to elabor<*ite a constitu- 
tion for Burma because, as they say, suggestions from 
authoritative quarters are not as yet forthcoming, and until 
the main question is settled, the consequent readjustments 
are hypothetical. But they indicate* that they do not con- 
template that “ the framing of a new” constitution for Burma 
would be undertaken without full consultation on the subject 
wdth those having special knowdedge of the wmrldng of the 
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present govei’iimeiit, or until after further enquiry into local 
conditions and opinions 

We should not anticipate that there could be any difference 
of opinion on the necessity for appointing some authoritative 
ad hoc body, whether commission or committee, to report upon 
a new constitution for Burma. Conflicting views maj’' 
be held regarding the exact nature of this body. The 
Government of Bui'ma set out two alternatives, either en- 
quiry by a Parliamo]itary commission appointed by Royal 
Warrant or enquiry by a committee in which Burmaus 
would be included. For reasons given in their letter the 
local Government prefer the former method, but would make 
provision to associate a select committee of the Burma 
legislative council Avith the work of enquiry both in Burma 
and in England. We do not ourseh'^es feel called upon at 
this stage to express an opinion on these alternatives- But 
there is a considerable Indian population resident in Burma; 
and Indian capital and labour play an important part in 
Burmese business. The Government of India could not there- 
fore disclaim all concern in the framing of a neAv constitution 
for Burma, and Ave Avould expect that in the process of enquiry 
Indian opinion Avould be given adequate opportunity to be 
heard on all matters touching Indian interests in Burma. 
These, hoAveAmr, are matters into which AV.e need not now enter. 
Our immediate intention is to affirm the ' need which, in 
the event of separation being accepted, will at once arise 
for full and specific enquiry into the framing of a new con- 
stitution for Burma, a problem Avliich has not yet been 
examined.^ 

Wliile Ave limit oursehms to stating this broad proposition, 
there is one matter of particular importance i-elating to tlie . 
terms of reference to be given to those entrusted Avith this 
responsible task, on Avhich the local Government comment, 
and to which avc invite attention. Wlien the announcement 
of August 1917 Avas made, Burma Avas, as it noAv is, a part 
of British India. 'The progressive realization of responsible 
gOA^ernment Aras promised to Buima equally Avith the rest of 
India. It is important that the pledge then gn’^on should be 
rAaffirmed to a separated Burma, In some quarters doubts 
have been cast on the motives alleged to uiiderlie official 
support to the policy of separation. If for no other reason, 
a clear statement of the continuing policy of His Majesty’s 
GoA^ernment should, in the event of separation, be publicly 
made in order to set such doubts at rest. We agree Avith the 
local GoA’-ormnent that the point, which Avas not . overlooked 
by the Commission,’^' can probably best be taken in the terms 
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of reference given to tlie commission or committee appointed 
for the pnrpose of the constitutional enquir 5 ^ We do not pro- 
pose to discuss the lines on which this enquiiy should proceed, 
hut the organization of the defence of Burma will he a matter 
in which, as near iieigiibours, we may he expected to possess 
a continuing interest. For that reason, as also because of the 
present association of the two countries, we assume that the 
hody charged with the constitutional enquiry vill obtain the 
views of the military authorities in India on this question. 

JLastly, before we pass on, we take this opportunity to 
state our agreement rvitli the opinion* expressed by the Com- 
mission that, if separation takes place, the Governor General 
of India should cease to have any official responsibility towards 
Burma, and Burma should have a Governor of its own not 
subordinate to the Governor General. 

93. The financial settlement, — The general financial 
aspects of the separation of Burma were examined by Sir 
Walter Layton in an appendix! to the reiDort. We have ali'cad^* 
mentioned his genei’al conclusion, wliich the Commission 
accept, that separation could fairly be effected in such a way 
as to do no financial injnrj'- to either country, and to leave 
Burma with adequate resources, and we have invited atten- 
tion to the rather more cautious anticipation of the probable 
position made by onr own Finance Department. The Gov- 
ernment of Burma state that while they do not accent the 
assumptions made by Sir Walter Layton, they accept his 
general conclusion that there is no strong financial oljjection 
to separation. 

It is clear that the separation of the finances of the 
country will raise extremely difficult issues, requiring close 
expert analysis, in the decision of which it null be essential 
to hold an even balance between what may be conflicting 
claims. We agree with the local Government that the best 
method of approaching this difficult problem is to endeavour, 
by mutual co-operation between the Government of India and 
the Government of Burma, to draw up an agreed statement 
of the case for reference to an impartial tribunal. The sub- 
jects requiring settlement will be of a technical nature, and 
will include, besides the normal questions of the adjustment 
of revenue and expenditure, such matters as the allocation 
of debt charges and^the adjustment of currency arrangements. 
No constitutional commission could deal satisfactorily with 
these questions, for its functions would be entirely different, 
as also its probable methods of enquiry. In arriving at a 
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financial settlement the main point to be considered is the need 
for satisfying public opinion in both countries that each is 
being’ fairly treated. Indian public opinion would watch tins 
aspect of the arrangements very jealously, more particularly 
the allocation of debt burdens. We believe that a committee 
of the Prh'y Council would be the sort of tribunal most likely 
10 satisfy Indian opinion. Their decisions could be given on 
evidence placed before them, assisted by ex^Dert -witnesses, 
or possibly assessors, from India and from Burma. 

94. Trade agTeements. — There remain the matters to be 
settled by agreement. Those -which we have x>rincipally in 
view are connected with trade and commerce between the two 
countries. It might be argued that the consideration of these 
aspects of the problem could be left over until separation is 
effected, a financial settlement reached, and a new constitu- 
tion for Buj-ma inaugurated. The contrary view might be 
taken by Indian critics, that Indian opinion Avould only agree 
to separation subject to satisfactory arrangements being 
made on such matters. We do not ourselves consider that 
this attitude could be sustained, but we recognize that the 
knowledge that India and Burma were agreed to work to- 
gether to their mutual advantage in regard to these questions 
would facilitate the discussion of the overriding issue of 
separation. We therefoi'e agree vuth the local G-overnment 
that in the treatment of these questions, as in the collection 
of material on which to reach a financial settlement, the ground 
should be prepared and endeavours made to establish without 
further delay an agreed statement of facts to serve if possible 
as a basis for future arranements, which the two Govern- 
as they stand to-day, should agree to accept. 

\ 95. Summary, — After accepting separation in principle, 
we in these paragraphs attempted to indicate in very 

gene:^'l terms some of the more important issues involved, 
and toVS^g'8'est machinery for their treatment. Should the 
policy o\f separation be adopted, these matters will require a 
very miiV^i closer examination in detail than it would be pro- 
fitable fo»' us to give them at the present stage, while the 
acceptane^of the policy itself is still hypothetical. 

\ THE CENTRAL EXECUTWE. 

96. The Conditions of the problem. — We come now to the 
central Government and the main problem which it presents, 
namely, the kature ^ of the central executive and its 
relations with wie legislature. In considering the form of 
gnvermncnt at the centre it is necessary to remember that 
we are engaged ha a process of transition from a system 



of bureaucratic administration towards full responsible gOT- 
ernment. Tlie process may be said to bave commenced as 
soon as a legislature containing an elected, non-official element 
^\as sot up. It has been developed by successive 
increases in the elected element in the legislature and in the 
powers that the elected element cn.ioys, and also by the 
inclusion of non-official Indians in the central executive. 'We 
have alreadj^ explained that in our view the time has not 
yet come for the final completion of this process, and that 
the present period of transition requires the continuance of an 
effective partnersliip between Britain and India. A 
partnership involves on both sides some measure of accom- 
modation and compromise, and there is always a danger that 
it may lead to divisjlon of opinion. Nevertheless it is clear 
that on no other principle can we expect to devise at this stage 
a form. of government at the centre which will pro\dde for 
the essential interests and responsibilities of Britain, and 
at the same time give scope to the reasonable demands and 
aspirations of India. 

97. The existing form of government. — It may be con- 
venient at the outset to recall the framework of the existing 
structurc of government at the centre. The Governor General 
in Council is responsible in all matters to the Secreta:^ of 
State. The members of the executive Council are appointed 
by the Crown and three of them must be persons who 
have been for at least ten years in the service of the Crown 
in India. The legislature consists of two chambers, of which 
the first contains a substantial majority of elected members, 
though the aiominated element consisting of 26 official mem- 
bers and 14 non-officials, is of sufficient size to play a veiy 
important part. The non-official Indian members of tha 
Governor General’s Council have not been drawn from 
the existing legislature and do not depend for their 
position on its support. The Government endeavour to 
accommodate their policy so far as circumstances permit to 
the views of the majority of the legislature. But this does 
not obscure the fact that ultimately they are responsible to the 
Secretary of State, and that in the last resort there are 
special powers by which they can secure what they deem 
essential in the matter of legislation or supply in spite of 
the opposition of the legislature. 

98. The working of the existing system. — Unity in the 
executive. — In our view the main conditions of a strong Gov- 
ei'iiment on the lines which have alreadv been dra'wn 
irrevocably for India are, first, internal unity in the execu- 
tive, second, harmony between the executive and the legisla- 
ture and, third, a sufficient bacldng from public opinion. 
We propos.e to consider in the first place to what extent these 
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conditions are at present realized. Tlie existing system pro- 
vides adeqnately for the first condition, namely, internal unity 
in the executive. All the members of the G-overnor General’;-; 
Council are appointed by the Crown. An Indian member of 
Council may have made his name in political life, but oji 
appointment to the Council he would be regarded as a tem- 
porary official, more amenable perhaps to popular influences 
than an ordinary official, but standing apart from the legisla- 
tiTre, and for the time being lost to popular politics. The 
execTitivo thus retains its unity'. 

99. Relations between executive and legislature. — The 
' second condition however, namely, harmony between executive • 
and legislature is on this very account most difficult to realize. 
There is no effective linlc between them, and it is important 
to see whether their mutual relations are such as to avoid 
embarrassing the Government as a whole. The Commission 
would almost seem to suggest an affirmative answer. It is 
true, as they point out, that a large number of Govermnent 
measures have been passed by’^ the Legislative Assembly, 
and that, though many of these are of subsidiary interest, , 
some have been of great importance. It is necessary, 
however, to look below the surface. If the working of the 
sy’-stem is analy’-sed, it will be found that an appreciable 
amount of non-controversial business is got through by^ agree- 
ment ; that in matters important in themselves, but which do 
. not seem to the executive to be in conflict with its vital 
responsibilities, the executive is prexoared to let its decisions, 
be largely’' guided by^ the views of the legislature, and that in 
matters which raise issues affecting the essential responsi- 
bilities of the executive, the latter is sometimes able vnth the 
foimdation of a nominated official and non-official element 
totalling 40 out of 145 members to secure sufficient support 
from other groups to get its own way by a bare majority and 
after acute controversy. But there are occasions when the 
executive fails to carry^ in the legislature measures which it 
regards as of the first importance, and there are other occa- 
sions when it feels that certain legislation, even if not of an 
essential character, ought to be undertaken, but Imowing that 
there is no chance of carrying it, refrains from introducing 
it. Thus, although at first sight it might appear that the 
executive is usually able to carry its measures, the real situa- 
tion is that in any controversial issue the Government can 
seldom be certain of securing the sux 3 port of the majority’" of 
the Assembly’-. It is true that their executive powers are un- 
impaired, though they are subjected to inevitable a’ld cease- 
less criticism. But the difficulty’' of ensuring a majority in 
the Assembly may frequently be a source of embarraSvSment 
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in projects of legislation or in obtaining supply. In these 
circumstances it is unlikely that what we have described as 
the third condition of a strong Government should be realized, 
namely, a sufficient backing from public opinion. Indeed, as 
we indicate below, controversies in the Assembly definitely 
tend to injure the credit of the Government in the country. 

100. Causes of lack of harmony. — It is no part of our case 
to impute the blame for these conditions either to the 
executive or to the legislature. It is merely a practical 
illustration of a familiar feature of representative govern- 
ment of this type, where an irremovable executive is con- 
fronted with a popular Assembly in which it can command 
only a minority of votes. Personal influence and a spirit of 
, goodmll may do something to mitigate the tendencies which 
make for disagreement between the executive and the legisla- 
ture. But the tendencies tliemselves are inherent in the 
system. ^ On the one hand there is a legislature wnth a 
substantial majority of elected members entrusted with wide 
powers but with no real responsibility. The legislature can 
and does in many matters influence profoundly the policy 
of the executive. But it can hardly feel that the policy is 
really its ovm. It cannot secure that those who determine 
policy should be in general sympathy with its view^s, nor can 
it be called' upon to assume responsibility for the action which 
it recommends. In these circumstances it is natural that con- 
siderable elements in the legislature should develop primarily 
an attitude of destructive criticism and find themselves in 
constant conflict with the executive, partly on the merits of 
particular proposals, and partly as a protest against a position 
which they resent, and from which they can only hope to 
escape by undermining and weakening the authority of the 
executive. The executive on the other hand, while it retains 
its normal powers of executive action, and is even able in 
emergencies to override the decisions of the legislature in 
matters qf legislation and supply, nevertheless suffers from 
the loss of public credit and confidence which result from 
conflict with the legislature. Public opinion counts ever3' year 
for more and is expressed in an increasing degree in the 
legislature, wdiere it finds a conspicuous platform for the 
purpose of extending its own influence and denouncing the 
policy and action of Government. Conversely the criticism 
of the executive by the elected members in the Assembly, 
characterized as it not unnaturally is by the normal exaggera- 
tions of political controversy, receives wide publicity 
and support in the press throughout India, and so magnified 
has tended to generate feeling and friction. The Statutory 
Commission refer rightly to the danger of the authority of 
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Govermnent being undermined by continuous and unjustifiable 
attacks. Publicity is suggested as a corrective, but satisfac- 
tory ]jubiicity for a Government placed in the, position we 
have indicated above is difficult to secure. The only effective 
remedy is to enlist a greater degree of popular support. 

101. Outline of proposals of the Commission. — ^Having- 
given a general picture of tlie existing constitution at the 
centre and the waj^ in which it works, we have to consider 
against this background the proposals of the Commission foi 
the future. The Commission suggest no change as regards 
the responsibility of the Governor General in Council to the 
Seeretar 3 =' of State, and they have been unable to propose 
any definite restriction of the field in which the Secretarj* 
of State will exercise his powers. In all matters, with the 
exception of those covered by the fiscal convention, the prin- 
ciple of which,, however, they do not approve and would not 
extend, the Commission contemplate that the Governor 
General in Council will remain subject to the orders of the 
Secretarj' of State. The Commission further insist^ in 
very emphatic language on the unity of the Council. ‘ ‘ Unitj^ 
in the cenlral executive must be preseiwed at all costs ”, 
Tliey propose to continue the requirement that three of the 
members of the Governor GeneraPs Council should be persons 
who have been for at least ten years in the ser\dce of the 
Cro-wn in India. They put forward, however, two important 
suggestions in connection with the appointment of members of 
the Council. In the first place they suggest that the members 
should be appointed by the Governor General instead of by 
the Ci'ovm, and in the second place they suggest that some of 
the members of the Council should be taken from among the 
members of the legislature. At the same time' they propose 
changes in the composition of the legislature which might 
have far-reaching effects. They contemplate that the 
Assembty should be composed by indirect election from pro- 
vincial councils, that its numbers should be raised from 145 
to something between 250 and 280 and that the official element 
should be reduced from a total of 26 to 12, to which would be 
added tlie members of the Governor Genei’al’s Council. "^¥0 
discuss tlie general question of the substitution of indirect 
election for the present direct method when we come to deal 
Avith the central legislature. But it is in point here to observe 
that there is little ground to anticipate that tliis change 
Avould produce a legislature of Avhich it could be predicted 
that it Avould work harmoniously with the executive 
contemplated by the Commission. In any case it is evident 
that these proposals Avould completely change the balance of 
tlie legislature, and that the* proportion which the official 
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element bears to the whole would be so small that it ^^uld 
be unable, to exercise any appreciable influence. 

102. Implications and consequences of these proposals. — It 
is necessary to examine fully the implications of these pro- 
posals. Such an examination appears to indicate that in 
practice they can hardly pi^oduce the strong central Grov- 
ernment which the Commission desire to see. Indeed they 
carrj'' a stage further a process which we consider has al- 
ready reached the limits of safety. The policy pursued in 
the past in developing the constitution has been to make suc- 
cessive advances in the legislature, while maintaining more 
conservative treatment in the executive. That may have been 
a wise course as a matter of political education, but in other 
respects it has had consequences not salutary. As we have 
pointed out above, it has tended to foster irresponsible cri- 
ticism in the Assembly, and placed the executive in a difficult 
position. A stage has now been reached when the appropriate 
course appears to be to endeavour to bring the development in 
the legislature and the executive into closer co-ordination. 
We should therefore prefer to pursue a someAvhat more 
cautious policy in regard to the legislature, and to consider 
whether it is not possible to contemplate some development of 
the Commission’s proposals for the executive in its relations 
on the one hand to the Secretary of State and on the other to 
the legislature, which would afford promise of more favour- 
able coiidiiions than these proposals, as they have been gene- 
rall.y understood, would appear to contain. Under '■Jio pro- 
posals of the Commission we fear the executive would find 
itself constantly faced with the dilemma either of conflict with 
the legislature, under conditions in which it could never ex- 
pect a majority, or of subordination to the views of the legis- 
lature. The answer suggested by the Commission to this line 
of comment is that in fact Government policy will be pro- 
foundly affected by the action of the legislature, and that tbe 
executive will to an increasing degree be responsive to tho 
will of the members of the Assembl3^ This doctiine of res- 
ponsiveness ” is one to which we ourselves attach great 
importance, but it must be recognized on the one hand that it 
cannot be applied when tbe popular view is in opposition to 
the policy which Parliament considers it necessary to pur- 
sue, and on the other hand that when it is applied consistently 
it approaches very near to responsibility. Responsiveness to 
the legislature is difficult, to combine with a strict adher- 
ence to the principle of responsibility to Parliament over the 
whole field. We shall deal with the matter more fulty later. 
At this point we only wish to suggest that the difficulties in- 
herent in the situation would be greatly enhanced by consti- 
tuting the executive and the legislature on principles which 
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would widen the gap between them. We do not deny that 
there must in present conditions remain an appreciable 
degree of incompatibility, but our aim should be to reduce 
that incompatibility so far as circumstances permit. If, as 
we hold, the Commission were right in taking the view that 
the present popular character of the legislature should not be 
impaired, any adjustment must be sought in revision of the 
composition of the executive or of its responsibilities. In 
regard to the latter point we have already suggested that it 
may be possible for Parliament to restrict its interest to cer- 
tain definite purposes, a course which Avould have im- 
portant effects on the relations of the central executive and 
its legislature. In regard to the form of the executive it may 
be that, in order to obtain a greater degree of harmony with 
the legislature, we- shall have to sacrifice something of its in- 
ternal unity. We do not fail to realize the great importance 
of effective unity and shall endeavour in any suggestions we 
make to promote its retention in the greatest degree possible. 
But we do not think that all other considerations can be sac-- 
rifieed to the attainment of this one object, or tha,t internal 
unity in the executive without any degree of harmony between 
the executive and the legislature will yield a strong or even 
a tolerable G-overnment. 

103. The possible methods of sharing power. — Exclusion 
of certain functions from the field of the central Govern- 
ment. — We have made it plain that in our view conditions at 
the centre involve an inevitable duality or sharing of power 
between Parliament and the Indian legislature, and we now 
proceed to consider the various constitutional forms b3’ which 
this essentia] fact might receive expression. The most ex- 
treme and rigid method would be to exclude certain subjects 
from the purview of the Indian legislature, and to administer 
them in unqualified responsibility to the vdll of Parliament. 
As a moans of dealing with strictly limited problems for very 
special reasons it deserves consideration, and we shall discuss 
below the proposals made b3’’ the Statutory Ooromission for 
excluding from the sphere of the Governor General in Council 
the administration of the army, and the exercise of para- 
mountcy in regard to the Indian States. But the objections to 
any considerable extension of this system are obvious. Con- 
stitutionally it may be distingmished. from dyarchy in that in 

government there would be no division. 
But it the excluded sphere were 'appreciable there would 
really be two Governments, and that is clearly not an arrange- 
ment which could be contemplated. Moreover, even if the 
excluded snhere is limited, such a plan involves a separation 
of government to which there are sub.stantial 

obnections. 
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104. Exclusion of rights of paramountcy in relation to 
Indian States. — The specific proposal, however, made the 
Commission that in future the Viceroy, and not as at present 
the Governor General in Council, should be the agent of the 
Paramount Power in its relations with the Princes, appears to 
as to rest on a sound basis and has our full support. We 
give in detail later the reasons on which this conclusion is 
based. It is sufficient at this point to state that we regard the 
exercise of paramountcy over the States as not one of the 
natural functions of the Government of British India, and 
we recommend accordingly that it should be vested in the 
Viceroy alone. 

105. Suggested exclusion of defence. — The Commission 
have proposed, for special reasons, that the problem of the 
defence of India should also be solved on the lines of exclu- 
sion. They suggest that a definite agreement might be 
reached between India and Great Britain, acting on behalf 
of the Empire, whereby the forces composing the existing 
arm^^ in India would no longer be under the control of the 
Govei'nmenl of India, but would be under an Imperial autho- 
rity, which would naturally be the Viceroy acting in concert 
Avith the Commander-in-Chief. Tlie Imperial authorities 
v/ould undertake the obligations of Indian defence in return 
for the continued provision of definite facilities as to recruit- 
ment, areas, transport and other matters. It is suggested 
that there would be an equitable adjustment of the burden of 
finance, a contribution subject to revision at intervals being 
made from Indian revenues, Avhile it is foreshadowed that the 
balance of the expenditure would be borne by Great Britain. 
The central legislature wouhl not vote the annual sum re- 
quired for the army, the appropriation of which Avould be 
authorized by certificate of the Governor General. It is sug- 
gested that a committee on army affairs should be constituted, 
on which the central legislature would have representatives,, 
for the purpose of discussing and keeping in touch with 
military questions. The military administration would liaAm 
to be secured in all necessary control over its ovm dispositions 
and arrangements, and would have the right to demand the co- 
operation Avhich it noAV enjoys from the civil authorities.- 
We examine elseAvhere the more practical administrative 
aspect of these proposals. At this point we confine our-- 
scl’N'es to a consideration of the scheme in regard to its con- 
stitutional implications. 

106. The constitutional aspects of this suggestion. — The 
Commission have boon greatly impressed by two incontost- 
abic facts. The first is that the defence of India involves 
interests in Avhich the Avhole Empire is conceriied. The 
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second is that, though we look forward to a future in which 
India 'will assume responsibility for her own defence, for 
the iDresent and for many years to come the defence of 
India must rest on an army wliich includes a large British 
element. From these two facts the Commission draw the 
conclusion, which we fully accept, that Parliament cannot 
now or in any future which is within sight divest itself of 
all responsibility for the army in India. The Commission 
vie'\v tliis conclusion as invohdng an obstacle in the way of 
progress to full responsibility. We agree that the problem 
of defence is the most serious difficulty that stands in the 
way of India’s attainment of fully responsible self-govern- 
ment, and that it is lilcely to continue longest. But at the 
moment it is by no means the only difficnlty, and we think it 
ivS important not to suggest that its removal would at once 
clear the way to fully responsible government over the rest 
of the central field. It is evident that that is not the view 
of the Indian Statutorj’- Commission. On the -contrary, 
according to their plan, after the esclnsion of the army from 
the sphere of the Government of India, that Government 
would still I'emain irresponsible to the legislature. It is 
doubtful therefore whether under this proposal of the Com- 
mission there would be any immediate gain to India’s consti- 
tutional progress, and we are somewhat apprehensive of a 
premature decision.. Conditions do not remain static, and it 
seems to us not impossible that, by retaining the army for 
the present under the control of the Government of India, a 
workable partnership in its administration may gradually 
be evolved by means of the natm-al x>rocesses that we hope 
to see set tip by the new constitution. On the other hand "sve 
do not in any way ignore the advantages promised by the 
proposal, even if the full effects of these might not be imme- 
diately fell, and we arc of opinion that so far as concerns its 
constitutional aspect, mnch must depend on the attitude of 
Indian oitiniou. If that opinion expressed itselC definitely 
in favour of the idea, we should certainlj'^ recommend that it 
should be further examined. 


107. A scheme contingent on exclusion of defence. — In this 
connection one of our number wishes to draw attention to a 
scheme rvhich in his view would deserve careful consideration, 
if it 'svere found possible in agreement with Indian opinion 
to place the administration of the army and the defence of 
India in the hands of the Governor General. With Ibis 
barrier to constitutional advance removed, be suggests that a 
ioim of central executive micht he considered 'vi^iich "would 
make feasible a considerable measure of responsible 
government. The scheme would recognize fully the 
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concern of Parliament for securing certain purposes 
wMch we liave described elsewhere, and the principle 
would be that after providing means whereby the duty 
resting on Parliament in respect of such matters might be 
discharged, responsibility for the rest of the administration 
would pass to ministers answerable to the legislature. 
The feasibility of the scheme admittedly depends in the first 
place on an agreement by British and Indian opinion to 
remove the administration of the army from the province of 
the Government of India and place it in the hands of the 
Governor General. With the elimination of this responsi- 
bility and of the exercise of paramountcy over Indian States, 
which we have already recommended should be the function 
of the Viceroy and not of the Government of India, it is ‘sug- 
gested that tiie way would be left open for the functioning of 
a unitary Cabinet, rcsiDonsible to the legislature and adminis- 
tering all the remaining departments of Government, but 
subject to the overriding control of the Governor General in 
all those matters in which Parliament found it necessary to 
maintain its responsibility. Though the administration of ail 
subjects, except the two which would be excluded from the 
functions of the central Government, would be conducted by 
ministers chosen from and responsible to the legislature, the 
ministers would in eases which affect the responsibility 
reserved to Parliament be subject to the exercise by the 
Governor General of extraordinary powers of direction and 
veto. For the effective exercise of the powers reserved to 
the Governor General, it would be necessary that he should 
be suitably advised. It is suggested that one way in which 
this purpose could be served would be through the appoint- 
ment of two or, if found necessary, more advisers of suitable 
experience and standing, who would be charged with the 
special duty of pointing out when a course of action or 
alistention from aclion was calculated adversely to affect the 
interests which it was the duty of Pailiament to safeguard. 
►Such advice would bo tendei'od in the first instance to the 
minister concerned, and in the 'event of the minister’s refusal 
to accept it, it wmuid be for the Governor General to decide 
either forthwith, or after consultation with the Secretary of 
State, whether the occasion demanded the exei-cise of his 
special iiowers. With the secretaries in the various depart- 
ments would rest the duty of seeing that all important ques- 
tions, even remotely likely to impinge on the sphere in which 
Parliament maintained its responsibility, were submitted to 
the ministers through the advisers, who would thus be in con- 
slant I ouch with the important day to day administratioji of 
departments. Finally, the Governor General would be armed 
with the powers requisite to enforce a decision both in the 
field of legislation and finance, and the ultimate power of 

IT 
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suspending the constitution would also he a necessary corol- 
lary. it woiild be specially necessary to provide for the 
responsibility of Parliament in the financial field. The re- 
payment of the public debt of India and the interest thereon, 
the charges due from the Indian exchequer for the cost of 
Indian defence, the pay and pensions of officers appointed 
by the {Secretary of {State, would all need to be specifically 
provided for by making them a first charge on Indian reve- 
nues, and the management of the currency would need to be 
entj-usted to a reserve banlc suitably constituted and placed 
on a statutory basis. The fulfilment of certain conditions, 
such as the establishment' of a reserve bank’ of this character 
and the constitution of a statutory authority for the control 
of railways, would precede the inauguration of such a consti- 
tution. These preliminaries, which would be of a definite 
and specific character, need not however relegate its intro- 
duction to an indefinite or unreasonably distant date. 

It is recognized by our honourable colleague that it is 
possible to urge objections, not without force, to such a 
coiisvilutional project, and to express doubts, not without 
justification, as to its operation in practice. The important 
question, however, in his opinion is whether on the one side 
the proposal to confine the limits of Parliamentary inter- 
ference within as narrow boundaries as possible, and the 
manner of its exercise, would find acceptance, and on the 
other whether certain inevitable limitations of authority 
would meet with acquiescence. The advantage claimed for 
the scheme is that it permits of a unitary G-overnment at the 
centre, of a healthy development of parliamentary life, pro- 
cedure and conventions impossible under any dyarchic scheme, 
and that it goes a considerable distance on the road to self- 
government without the sacrifice of essential interests and 
without embarking on a course which in case of necessity 
would not permit of reconsideration. Further constitutional 
development would need neither fresh legislation nor fresb 
sanction from any authority. Given good sense and goodwill 
on both sides, progress would be automatic and would take 
the shape of the non-exercise of the Governor General’s 
powers of control, which would alone stand in the way of 
complete responsible government, except in so far as the 
army was concerned. 

V 

Our hoziourable colleague makes it plain that his plan 
xs contingent on the acceptance by Indian opinion of some 
arrangement in regard to the army on the lines adumbrated 
by the Statutory Commission. So far as Indian opinion has 
yet disclosed itself, we see little prospect of any such aruange- 
ment being accepted. 'We do not therefore propose to 
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examine the practical difl&culties ■which under such a scheme 
might arise both in connection with the administration dt’ 
finance and the maintenance of the ultimate responsibilities 
for law and order throughout the country. At this stage 
we merely state the scheme. If, contrary to our expectation, 
Indian opinion were prepared to accept the suggested exclu- 
sion of the army from the functions of the central G-overn- 
ment, it would be necessary to examine more closely these 
difficulties and the general implications of this method of 
approach to the problem. 

108. The solution of dyarchy. — The second possible method 
of meeting our difficulties is to introduce into the central 
Government the system of dyarchy. It might appear strange 
if dyarchy were adopted at the centre at a time when it has 
fallen under popular condemnation in the provinces and 
there being abandoned. ISTevertheless, we must remember 
that in part at least its condemnation in the provinces was 
due to the fact that it was only a half-way house, and in the 
centre we are admittedly concerned to find some constitu- 
tional form which will permit of a sharing of power. Further, 
we have to take account of the fact that the Indian Central 
Committee have recommended the introduction of dyarchy 
in the centre. We must therefore examine fully the case for 
and against it. 

109. Examination of dyarchy. — Dyarchy is the strictly 
logical solution of a situation in which it is desired to base 
the authority of Government in different matters on two 
different sources. It can be claimed that it constitutes a 
frank recognition of the facts. There is no ambiguity as to 
where the responsibility for particular decisions lies, and no 
blurring of the edges. It is a system plain and precise. And 
because it eliminates ambiguity it enables each side of the 
Government to pursue its policy unembarrassed, in a XDoliti- 
cal sense at least, by the decisions of the other. But, how- 
ever valuable dyarchy may have been in the provinces at the 
inception of the reforms, in practice it is obvious that a 
division of the Government into two halves charged with 
responsibility to different authorities is at best an incon- 
venient plan. It is easier to divide a Government on paper 
than it is in actual worldng, and when dyarchy was introduced 
in the provinces it had to be recognized that special derices 
were necessary to promote the co-oneration of the two parts 
which had been formally divided. The Statutory Commission 
in their review of the working of the provincial constitutions 
are disposed to think that the object -onth which the system 
was established, namely, to make plain the responsibility ofi 
the two sides of the Government, was in fact very imperfectly 
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allained. *“ The intention of dyarchy ” they remark “ was 
to establish -\vithin a cei*tain definite range responsibility to 
an elected legislature. If this intention is not carried out, the 
justification for the constitutional bifurcation and for all the 
complications which it brings in its train is difficult to find 
If, on the other hand, the responsibility on one side to Parlia- 
ment and on the other to the Indian legislature were con- 
stantly emphasized, the task of reconciling these two distinct 
sources of power would be likely to prove increasingly diffi- 
cult. Ministers would be bound to concentrate on the res- 
ponsibility which they owed to the Indian legislature and 
disregard the embarrassment which their policy might be 
ca using to the reserved side, for the successful working of 
which the5’' had no responsibility. If for instance, in the 
central Grovernment commerce were a transferred subject, 
and finance reserved, it might well happen that a popular 
policy in the Commerce Department in regard to tariffs 
mig’ht have the most serious effects on the general finances 
of the country. Nevertheless, if responsibility for the tariff 
]iolicy had been formally made over to popular contiol, 
while responsibility for the general finances of the country 
was reserved in official hands, there would be litrio induce- 
ment for the popular ministers to moderate their commercial 
policy and serious friction would he likely to develop. Ex- 
perience seems to show that it is difficult to work in water- 
tight compartments. If the endeavour is made, the system 
will break down : if it is not made, the advantages of a 
formal dyarchy are not clear. It is no doubt argued that 
dyarchy, by relieving ministers of responsibility for un- 
popular decisions taken on the reserved side, enables them ta 
continue in office where this would he difficult if they were 
members of a unitary Cabinet. We do not under-estimate the 
importance of this consideration, or the embarrassing posi- 
tion that iiopnlar members might occupy in a nnif^ai’y Gov- 
ernment. _ On the other hand, the formal division of 
responsihility tends to confine the effective action of miuisfors. 
to the transferred subjects, and deprives them of the oppor- 
tunity of dealing, except by way of criticism, with the diili- 
oult problems of Government which arise in the reservoi 
sphere. ^Moreover, it must weaken the authority of ilu. Gov- 
ernment, when one part of the Government can openly dis- 
claim responsihility for the decisions taken by tlio other. 
M e are not insensible to the fact that in existing conditions 
there must he an inherent difficulty in attaining complete 
unity widnn the Government at the centre except at the cost 
of serious lack of harmony with the legislature. But unicy 
should he the ideal, and it does not seem to us to wise course 
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to emphasize the duality by adopting a system of formal 
dyarchy. We must look eventually to the emergence of a 
unitary responsible government, and we should hope that 
this might be sought through a process of development, 
whereby the exercise of existing powers will lead by a natural 
transition to the acquisition of fresh powers, and those fresh 
po\\'ers will be exercised by men who have already acquired 
some experience in handling them. Dyarchy on the other 
hand offers no possibility of an extension of the sphere 
of j'esponsibilit^' except by way of an abrupt transition. 

110. To what extent could power at present be trans- 
ferred. — The crucial question which must arise in the 
consideration of any proposal for d 5 mrchy is where the divi- 
sion between the reserved and transferred spheres is to be 
made. The proposal of the Indian Central Committee is that 
only the subjects of defence and foreign and political rela- 
tions should be reserved. If it became possible to make such 
a division of power, it may be admitted that some of the 
difficulties we have indicated above in connection with 
dyarchy would be diminished. The Indian Centi’al Com- 
mittee indeed contend that the subjects of defence and foreign 
relations are sufficiently distinct and separable from the 
other functions of the central Government as not to produce, 
if reserved, any of the complications which accompanied the 
working ol‘ dyarchy in the provinces. We are not prepared 
to go so far as this, but it may be conceded that defence and 
foreign relations could be separated from the other functirms 
of the central Government, if not without inconvenience, at 
any i-ato ^Yil]lout giving rise lo some of the more acute, 
problems that -would result from a reservation of other sub- 
jects such as finance and law and order. We are by no 
means disposed to under-estimate the advantages that would 
be secin'cd from the adoption of any scheme on the lines 
indicated by the Indian Central Committee, or to press 
beyond a reasonable point the administrative objections to a 
formal division of power. If it were possible to adopt such 
a scheme, a Government would be established at the centre 
working in agreement with the legislature, and covering all 
the principal domestic activities of the country, apart fiom 
those which would be directed by responsible Governments in 
the provinces. There is a s.trong demand among those who 
are stirred by the rising feeling of nationalism thatf^ndia 
should be allowed to manage her own affiairs at the centre, 
as in the provinces, and, above all, that she should have a 
chance of devising and pursuing a national policy in 
matters of finance, commerce and industry, which might 
improve the* general economic conditions of the country. 
In recent yerrs there has been an increasing volume of 



.102 


criticism directed to the poverty of India and her 
economic baclnvardness. For these features an alien Govern- 
ment is held responsible. There is a widespread belief 
that the economic disabilities of India could be removed by a 
national economic policy, and an equally widespread suspicion 
that the interests of India and Britain in this matter do not 
coincide, and that, as long as India’s economic policy is 
controlled by Britain, India will not have a fair chance of 
developing her resources and raising the general standard 
of life of her people. We cannot of conrsp admit that there is 
justification for this feeling. But there is no doubt that it 
exists, and that it is being used more and more to stir up dis- 
content 'against the present system of government. If it were 
feasible in the way outlined by the Indian Central Committee 
,to establish the principle of responsible government at the 
centre, and to put il into praciioo on a targe scale, particularly 
in the economic and financial spheres, it might be expected 
that Indian sentiment would be to a great extent satisfied, and 
Indian suspicions of the real intentions of Britain allayed. 
But all depends on the possibility of an immediate transfer 
to popular control of the central administration of finance, 
commerce, and law and order. 

111. The problem of transferring finance and commerce. — 
It must be frankh' recognized that the control of finance is 
fundamental, for finances has a bearing on all the activities of 
Government. It is sufficient here to state the position 
in very general terms for we deal fully with the subject in 
another place. The points which we have found it neces- 
sary there chiefly to emphasize are the magnitude of the 
interests hitherto safeguarded under the responsibility of 
the Secretary of State, and tbe serious effects whieb any 
transfer of tbis responsibility might iiave through its reac- 
tion on India’s credit. 

The financial administration affects the credit of the 
conntry, not merely in the limited sense of determining the 
conditions on which it can borrow money, hiit in the broader 
sense of the confidence felt in the administration by all those 
wbo do bnsiness or have property in India. A serions sbock 
to India’s credit, leading as it undoubtedly would to large 
movements from the country of capital both Indian and 
European and to a restriction of new enterprise, might have 
psu]te so far-reaching as to endanger the entire economic 
fabric on wbieli India of the present day depends. It would 
do nothing but disservice to Indian interests for the British 
Parliament to transfer its responsibility for Indian financial 
administration, until the foundations for confidence in the 
^iTsKot n,o.,e wl,o control affairs nilai the new 

Tie had been established. At present, in view of the 


103 


general attitude of Congress and the tallc of repudiation of 
debt, sneh eonlidence, however unjust this may be to India as 
a whole, is conspicuously lacldng. 

It is not our purpose to argue that these considerations 
create permanent and insurmountable obstacles to any trans- 
fer of financial responsibility, but the practical conclusj.on to 
which we feel impelled is that, before so fundamental a change 
can safely be undertaken, there must, on the one hand, be care- 
ful preparation including the fulfilment of certain conditions, 
which we define elsewhere, and on the other, Indian leaders 
must- collaborate with the G-overnment in the fulfilment of 
these conditions, and must on their own account take steps to 
create confidence, in the policy which an Indian government 
might be expected to pursue. We do not vdsh to exaggerate 
the difficulties, but we feel that the greatest service Avhich the 
present Government can render to India is to face them 
frankly, and to do its best to work together with Indians to 
overcome them. We deal more fully with this question in the 
section dealing with finance. 

In one imioortant I’espect commerce is hardly separable 
from finance, for the customs head is the principal source of 
central i-evenues, and this fact must have its due i^lace in 
shaping tsriff polic}". It must be recognized therefore that 
until finance is transferred the popular control of the tariff 
would be incomplete. But commerce has problems of its OAvn 
quite apart from its connection vith finance. It may be 
difficult to devise effective guarantees, which would secure 
British firms and companies doing business in India against 
unfair discrimination, and to proffide for the efficient commer- 
cial management of the railways, which the experience of 
other countries has shown may be seriously endangered when 
the management is in the hands of those who must maintain 
harmonious relations with a popular Assembly. We do not 
regal’d either of these difficulties as insuperable, and in a 
later section of this despatch Ave shall consider them in greater 
detail. 

112. The problein of transferring law and order. — ^In re- 
gard to internal tranquillity, a critical change is being made 
in the provinces by transferring to popular control the admi- 
nistration of laAv and order. Until the results of this change 
have been observed, it does not seem to us possible for Parlia- 
ment to part Avith the poAver to maintain the ultimate guar- 
antees of stability. It is sometimes argued that if laAV and 
order is transferred in the proAunces, there can be no reason 
for not following a similar course at the centre. But Ave have 
no doubt that the provincial Governments in accepting the 
proposal of a transfer of laAv and order in the pro- 
'Aunces are to a considerable extent relying on the 
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maintenanee of existing conditions at the centre. It is 
the central (xovernment which is responsible for the 
ultimate conditions of internal security throughout the coun- 
try. It determines the military'' forces required for this pur- 
pose and their dis^josition. It lays down principles for the 
administi'ation of the Arms Act. On it rests the duty of keep- 
ing intact the general structure of the criminal law and pro- 
cedure, which forms the essential framework for the main- 
tenance of inteimal tranquillity. It must co-ordinate informa- 
tion and policy in regard to subversive movements of an 
all-India character, such as those which are continuously pur- 
sued by the terrorists and by the communists, or widespread 
a'^^ri-g•overlm^ent activities such as the present campaign of 
ciril disubedience. In carrying out these duties it has hitherto 
seldom been possible for the executive to rely on support 
from liie Imik of popular oioinion in the Assembly, and, unti] 
experience has been gained of the manner in which similar 
problems arc- handled locally by responsible provincial 
Governments, it is nnlikely that Parliament will be Vvilliiig to 
contemplate the transfer to po]onlar control at the centre 
of the ultimate safeguards of security throughout the 
country. Our honourable colleague who has drawn atten- 
tion to the scheme described in i)aragraph 107 wishes, how- 
ever, to make it clear lhat in his view the safeguards suggest- 
ed in that scheme would be sufficient to justify the degree of 
responsibility, both in regard to finance and' to law and 
order,- which is there proposed. 

113. A unitary government. — Proposals of the Commis- 
sion. — If there is force in the general conclusions stated 
above, it would seem necessary to look to some .solu- 
tion on the lines of a unitary Government such as is 
contemxDlatod hy the Indian Statutory Commi.ssion. But a 
decision, in favour of a unitary Government of' this type 
does_ not get rid of the difficulty that there must he some 
shai’ing of power between two different legislative bodies, 
namely, Parliament and the Indian legislature. The Oom- 
mission wei’e, no doubt, not less conseibns than ourselves of 
the^ importance of harmony belAvcon the executive and the 
legislature, and Avere anxious that whatever is possible should 
he done to establish satisfactory relations between ^'Pe’se two 
elements. They hoped to achioA^o this object along three 
lines. In the first place they haA^'e proposed that ihe 
members of the Governoi' General’s Council should be 
appointed not as uoav hy the CroAAm hut Iia^ the GoA^emor Gen- 
GAudently introduces a considerable degree of 
elasticity inlo the formation of the Council. It is not only 
tim tile annoiTitment of members in accordance Avith the re- 
qmremonts of the local situation would he facilitated, hut that 
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they would no longer have a fixed term of of&ce of five years. 
Under the new system they would in fact, subject to the direc- 
tion of the Secretary of State, hold ofiice at the pleasure of 
the Gm^ernor General. The Govenior General would retain 
his existing power to make lules for the transaction of busi- 
ness in liis Council and to distribute portfolios. We presume 
that the determination of the numbers of his Council would, 
subject again to the superintendence, direction and control nf 
the Secretary of State, rest with him. The only formal 
restriction that would exist on his selection of members of 
his Council would be that the existing rule would be main- 
tained, under which not less than three of the members of his 
Council must be persons who have been for at least ten years 
in the service of the Crown in India. AVe attach consider- 
able importance to the change suggested in the method of 
appointment of the Governor General’s Council. It does not 
necessarily lead directly to responsible government, but his- 
torically the substitution of the Governor General for the 
Cj own as the appointing authority has proved in the Domn 
nions to be an important condition in the development of 
responsible government. In the second place, the Commis- 
sion IiavG suggested that opportunity should be found to 
include in the executive Council one ^ or more elected mem- 
bers of the Assembly or of the Council of State. ^ It is clear 
that this proposal has potentialities of great significance, and 
these we shall proceed to examine. Finally, as we have al- 
rea.'ly mentioned, the Commission lay stress on the power 
which tlie elected representatives in the central legislature 
possess to influence the executive Government in all fields of 
administration and legislation. They express the belief that 
this i^filuence 'will steadily increase and that^ the executive 
will become more and more responsive to the will of the legis- 
lature. We have no doubt that the Commission have rightly 
forc'seen one of the developments in the relations between 
the executive and the legislature which must follow on tbeir 
proposals. But we shall explain in what way we should anti- 
cipate that these relations are likely, and indeed certain, to 
develop. 

It 4. Inclusion of members drawn from the legislature. — 
"We now proceed to examine the two features in the scheme of 
the Commission, which seem to us to require further elabo- 
ration. We welcome, as we have said, the proposal that elect- 
ed members of the Assembly or of the Council of State should 
be included in the Governor General’s Council. ^ But tbe inclu- 
sioT) of iiidividucils, liowovcr proini’nGiit in pnlolic lifG, will not 
in itself secure the object at which we are aiming, namely, 
the promotion of harmony between the executive and the 
legislature. As the Com mission have pointed^ out, there is 
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a natural tendency to regard even an elected' ruinister under 
tlie system of dyarchy as in some degree tainted by his asso- 
ciation mth G-overnment. When it is a question of joining 
a Government which cannot technically he responsible, this 
tendency vdll be much stronger. Unless something is done 
to counteract it, we fear that the Governor General vill be 
unable to obtain for his Council the authoritative Indians 
desired by the Commission, or that if he does obtain them 
they will soon lose their authority. This tendency Avould, 
we thi nk , be accentuated by the suggested provision that on 
appointment to the executive Council they should cease to 
hold their seats by virtue of election. Our view therefore 
is that, if real value is to be derived from a proposal which 
contains the promise of hopeful developments, it is nepessary 
not only that the members appointed from the legislature 
should retain their seats as elected members, but that it 
should be recogniTied that they vnll remain in touch with, and 
responsive to,' their political supporters. We develop in 
paragraijh 116 below the conditions on which alone as we be- 
lieve they might look to retain political influence in the legis- 
lature, and so be able to assist Government not only by their 
personal contributions to the problems of administration, but 
by bringing- to Government some prospect of support for 
the policy in the framing of which they -will have been asso- 
ciated. 

(• 

115. The practice of responsiveness. — ^An examination 
of the working of responsiveness ”, on which the 
Commission laj^ so much stress, leads us by a different 
road to the same conclusion as that expressed at the end of 
the last paragraioh. Even at present the executive endea- 
vours to ho responsive to the legislature. The disadvantages 
of the system, however, have made themselves very apparent 
in the experience of the last few years. We have shown 
above how the function of the Assembly is ineritahly one of 
criticism, as long as it has no res]3onsibility for a constructive 
programme. Efforts have been made hy the Government of 
India, x>articularly in I’ccent limes, to escape from this difS.- 
culty by consulting the party leaders on matters of policy 
before ihev themselves reach their conclusions. This system 
is probably inevitable, given the existing conditions, whlcll 
would ill this respect bo reprodneed under the proposals of 
the Statutory Commission, hut it has not proved satisfactory. 
The party leaders have little inducement to have rega.vd to any- 
thing other than the popular mew as reflected in the Assembly, 
and the Assembly having no comprehensive responsibility for 
policy is likely either to take a critical and negative line, leaving 
pio Government still unrelieved of the responsibility forflnd- 
ing a conslvnctivo solution for urgent problems, or to advocate 
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proposals, the full consequences and reactions of -which on 
other interests or in other fields of administration have not 
been thought out. From the nature of thing's it is impossible 
that the party leaders should have the same sense of respon- 
sibility as members of the Grovernment. If Iheir advice is 
accepted and the results prove unfortunate, the discredit 
falls not on the 'party leaders but on the Government. If on 
the other hand their advice is not accepted, the Government 
is accused of being unsympathetic and unresponsive to the 
popular \dew, and there is no improvement in the relations 
between the executive and the legislature. Indeed if the 
advice of the jparty leaders is constantly rejected, these rela- 
tions are likely to deteriorate. Such a state of a-fiairs 
really makes neither for harmony between the Government and 
the Assembly,- nor for strength and steadiness of purpose in 
the Government. We are con-vinced that if leaders of parties 
in the Assembly are to be taken into consultation, as they 
must be on any principle of responsiveness, it is better that 
they should be inside the Government rather than that they 
should advise in an irresponsible capacity from without. 

116. Ho-w a Government of this type might be expected to 
work, — The conclusion of these arguments seems to point to 
a Government which, while containing a definite official 
element, and not formally responsible to the Indian legisla- 
ture, would 5 ^et include an appreciable popular element con- 
sisting of elected members of the legislature, who might com- 
mand sufficient support in that body to afford in normal 
circumstances the iDi’omise of reasonable harmony between 
the executive and le.gislature. The proportion which the 
elected members should bear to the official rnembers might no 
* doubt receive consideration, if suggestions on these 
lines were discussed ■ at the Round Table Oonference. 
It will naturally be asked how the elected mem- 
bers of the Government associated with aii official element 
are to retain their following. Tlie answer is that they must 
be able over the widest field that circumstances permit to 
frame policy in accordance with the views of their supporters. 
This in lurn implies that Parliament mil be willing to define 
•with some 'precision the purposes for wliich it would msh to 
exercise its constitutional right of interference with the 
policy of the Govermnent of India, and that so long as the 
policy ]mrsued does not menace the objects which Parliament 
declares its intention to safeguard, the Government of India 
will be at libeidy to manage the affairs of India in close asso- 
ciation wuth the Indian legislature. We shall in a later 
paragraph of this despatch indicate what appear to us 
essential purposes which His Majesty’s Government must 
safeguard. On the assumption that the exercise of the duties 
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lof paraxaouutcy in relation to the Indian States is transferred 
froni the Govemor General in Connoil to the Viceroy as re- 
presentative of the British Crown, these purposes may he 
In jelly summarized as defence, foreign relations, internal 
security, financial ohlig'atious, financial stability, protection of 
nijuoi’ii.ios and of the rights of services recruited b.v the 
Becretaiw of State, and pi-evention of unfair discri- 
mination. The piimary responsibility for ensuring that 
these purposes of Parliament were not impaired would rest 
upon the Governor General, but he would have, to assist him 
in this task, the three official members of his Government, 
who w’ould naturally hold the portfolios in which the questions 
of more particular interest to Parliament were likely to arise. 
Their position in the Government would presumably ensure 
that the general administration of such subjects would 
be in harmony with the views of Parliament, and that 
there would seldom be occasion for the Secretary of State 
to interfere by express direction or veto. But the official 
members would he part of a Government containing, if the 
system were worldng snceessfnll}^ a considerable popular 
element in intimate relations with the legislature. In these 
oil oumstances it seems certain that the official members would 


not ]3ress their views beyond the real requirements of the 
situation, and that the popular view would receive the fullest 
consideration. In most cases we should anticipate that the 
Government would be able to reach united conclusions, which 
would not infringe the responsibilities which Parliament 
would look to the Goveimor General and the 'Secret^rv of 
State 1() discharge. When, however, there was an irreconcil- 
able difference of opinion between the two elements in the 
Government, it would he for the Governor General in con- 
sultation, where necessary, mth the Secretary of State to * 
decide which ^dew was^ to he supported. If he accepted the 
popular view, the official members would have the right to 
locord the around, q (ff their opinions and have them transmit- 
.led loathe Secretary of State, and would thus laiow that they 
had discharged their responsibilities by referring their diffi- 
culties to the ultimate authority, whose purposes it was their 
dafiv to safeguard. It may be supposed, however, that in 
matters yffiicli raised such issues the Govemor General would 
he reluctant to reject the views of his official members. In 
^ members mig'ht either acquiesce, or they 

might, whether as the result of pressure from their supporters 
•or ot their own personal convictions, tender their resigna- 
tions. it the elected members resigned on any such issue, it 

Governor General would he unable to get 
In ^ pohticnl following to take their place. 

would be thrown back on the expedient of 
S em either by non-ofl5eials vdtb no popular follow- 
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iiig or 11110011116016(1 with politics, or in tho last rosort by addi- 
tional offioials. If this happened 'the progress towards the 
development of responsible government would be interrupt- 
ed, but there would be no question of suspending the oonsti- 
tutioii, and the Government would continue to function, though 
it would have to encounter the hostility of the legislature^ 
The situation however would be no worse than if an unpopu- 
lar measure or policy had to be pushed through or under the 
system sketcliod by the Statutory" Commission. On the other 
hand, we are disposed to think that forces would be at work 
tending- to restore llie situation. We contemplate, as we have 
said, that the legislature would through the elected members 
have real power to pursue its own policy over a wide field, 

. It seems unlikely that it v/ould for a long x^eriod deprive itseK 
of constructive power over policy merely in order to register 
its dissatisfaction at .some?* particular measure. The greater 
the power the legislature had acquired, the less would it be 
likely to x)ersist in such a course. 

117 . Possibilities of deliberate obstruction, — We must 
make it plain that the above argument proceeds on the basis 
of a general desire to work the constitution. We have not 
overlooked the possibility that in the earlier years of any new 
constitution there may be a party whose object is to exploit 
all political difficulties with a view to wresting from His 
Majestj'-’s Government further political advance. The exist- 
ence of such a party would undoubtedly increase the probabi- 
lities of the Governor General being deprived of the support 
of the legislature in carrying on his Government, and being 
thrown back for a time on an almost completely official com- 
position. We should greatly deplore such a contingency,- 
but, if necessary, it would have to be faced. In the long run 
we believe that the forces of reason and orderly progress 
would triumj)!! over those of negation and obstruction. 

118 . The scope of the popular element in such a Govern- 
ment. — ^Hitherto we have been considering whether the kind of 
Govermnent we have sketched would be capable of main- 
taining the objects which Parliament would vish to safe- 
guard, and whether in so doing it would be likely to retain 
the popular element. We turn now to the wide scope of 
actimties and responsibilities which would present itself to 
the elected members of the Government. In the first place 
thov would avithin the Governor General’s Council be en- 
abled to press their views on all .subjects, with knowledge 
of tile strength which these views must derive from the sup- 
port of the legislature. In the second place there is a large 
sp’-cre vith which we should hope Parliament would not find 
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it necessary to concern itself. Tlirongliont this sphere we 
contemplate that the Governor General would be guided by 
the advice of those of his Council -who represented the wishes 
of the legislature, and we would suggest that the Instrument 
of Instructions to the Governor General should contain a 
definite proxfision to this effect. A convention of this kind 
would offer a xvide field for constructixm work and for 
practice in the art of formulating and carrying through 
a popular policy, and thus the foundations of self-government 
at the centre would be laid. The official members of the Gov- 
ernment would express their views and give counsel on these 
matters, but it would be recognized that here their primary 
dut}’’ was to see that the purposes of Parliament were not in- 
fringed. 

119. Members not removable by the legislature. — F-rom the 
point of view of maintaining the unitary character of the 
Gox'ernment, xve thinlc it important that the members of 
Gox ermnent chosen from the legislature should not be subject 
to direct votes of censure by the legislature or regarded bj 
conventiou as liable to removal by that body, and that their 
salaries, like those of the official members, should not be sub- 
mitted to the vote. It might be that the elected members lost 
popular support through no action of their own, but as the 
result of measures taken by the Governor General in exercise 
of his responsibilities to Parliament. If that were so, 
nothing would he gained by attempting to select new members 
from the legislattire, for the act of joining the Government 
would in sitch case deprive them simila.rly of popular support. 
If in these circumstances the existing elected members xvere 
prepared to remain in the Gox'^ernment, the Governor General 
would clearly not xvish to change them. But one or more of 
the elected members might lose his folloxving for reasons 
other than his association xvith a Government -which in dis- 
charge of its responsibility to Parliament had felt obliged 
to take action bringing it into conflict with the Indian legis- 
lature. In that case the Governor General would naturally 
see whether he could find other members of the legislature, 
who xcould more truly represent its views on those matters 
in whieli the framing of policy would primarily lie witli it. 

120. Objections to a Government of this type. — ^We are 
conscious that it is easy to take objection to a constitution 
drawn on the lines which we have attempted to indicate. It 
involx'^es a form of dualism xvitliin the Government, it will not 
work harmoniously without goodxvill, it can he attacked on 
the one hand on the ground that, o-wing to the strong influence 
of the elected members and the legislature, the responsibili- 
ties which the Government of India oxve to 'Parliament will 
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not be fully discharged, it can be attacked on the other hand 
for its failure to offer clear cut responsibility on the popular 
side. Most of these objections are inherent in any attempt 
to share power. For the success of any such attempt it is 
necessary to assume a measure of agreement. Without this 
no constitution will function satisfactorily. It may be that 
some other method than the one we have adumbrated can be 
devised. But let the main elements of the proljlom be 
remembered. The executive must ovni responsibility irr 
certain matters to Parliament. The legislature must on any 
supposition have a substantial popular majority. If a 
completely irresponsible executive is confronted by a pre- 
dominantly popular legislature, the result must be intoler- 
able friction. This is recognized by the Indian Statutory 
Commission, who have made certain proposals designed to 
reduce the probabilities of friction. We feel that those pro- 
posals point in the rig-ht direction, but that in order to pro- 
duce a workable system of Grovernment they must be inter- 
preted and developed somewhat on the lines which we have 
sketched in the preceding paragraphs, and that it is essential 
to their working that Parliament should be willing to define 
with sufficient clearness the purposes for which it might deem 
it necessary to intervene. There may be other possibilities 
more acceptable to Indian opinion, and we consider that any 
alternative proposals that may be put forward to safeguard 
the purposes of Parliament should receive full consideration. 
We have already explained w^^^ appear to us to be the 
serious difficulties of any statutory and rigid distribution of 
subjects of administration to distinct portions of the executive 
with different responsibilities. If, however, it would hffip 
the admittedly difficult position of the popular members 
under the unitary scheme we have outlined that the con- 
ventional division of responsibility within the Grovernment 
should be formally recognized, we should be prepared to 
make this sacrifice of the forms of unity, provided - we might 
expect to maintain such a degree of harmony and co-operation 
between the two elements in the Council as would secure to 
the popular element training and experience over the whole 
field of Government, and to the official element reasonable 
support in the legislature. 

121. Powers of tiie Governor General. — To complete our 
picture of the central executive it is necessary to consider speci- 
fically the powers which the Governor General will exercise 
and the position he wall occupy. It is evident that the powers 
of the Governor General in relation to the legislature must 
remain unimpaired. In regard to legislation he must retain 
his existing powders of previous sanction and assent, and of 
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stopping proceedings on any bill wliicli in bis opinion affects 
the safety or tranquillity of British India. He must also 
retain bis power of securing tbe passage of essential legisla- 
tion by means of certification. We tbink, however, that tbe 
procedure of certification might well be made more simple 
and elastic. Tbe Governor General should also retain bis 
emergency power to make ordinances. In regard to tbe pro* 
vision of money, the Governor General would keep bis exist- 
ing i^OAver to authorize, in cases of emergency, such expen- 
diture as might, in bis opinion, be necessary for tbe safety 
or tranquillity of British India. The power of restoring de- 
mands wbicb have been refused by tbe Legislative Assembly 
is placed by tbe existing Act in the bands not of the Governor 
General but of the Governor General in Oouncil. We think 
that in the new constitution this power would more appro- 
priately be exercised by the Governor General. It will not 
be desirable to bring the Governor General in Council un- 
necessarily into conflict with the Assembly. The general 
principle of the suggested constitution is that the power to 
overrule the legislature should reside in the Governor 
General and we see no reason why this principle should in this 
one case^^be abandoned. It seems to us wiser to place the 
responsibility for securing supply, as for the passage of legis- 
lation, directly on the Governor General. 

The relations of the Governor General with his Council 
ivull be iuudamenfally changed bji" the provision that mem- 
bers should be appointed by the Governor General instead of 
by Ihe Crown. The elaborate provisions contained in section^ 
41 of the Government of India Act for the Governor General 
overruling his Council will no longer be I’equired. Teclmi* 
cally indeed the Council will cease to be the colleagues of the 
Governor General and will become his advisers, and it Avill 
have to be made plain by statutory provision, either direct 
or indirect, that if the Governor Genei'al sees sufiiciem cause- 
he may act otherwise than in accordance with the advice of 
his CouneJi. We have already explained in paragraph 116' 
vrhaf wo auticipate would be the i^ossibilities open to the offi- 
cial and to the ]iopnlar members when action is taken not in 
accordance Asotli their advice. The appointment and dismis- 
sal C)i nio'ijbers’ of the Council by the Governor General Avill 
he smbject to the superintendence, diiteetion and control of 
^^ate. It may he expected that the SecrcU-rv 
ot btate will not as a rule wish to he consulted in regard tO' 
ti.c popular memhers. But we should anticipate that be Avould 
find it necessary in the discharge of his oavii responsibilities-- 
■o requn-e tlial the Governor General should not take action, 
to appoint or to remove any official member without his speci- 
fic concurrence. 
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122. Potentialities of development. — ^It must be expected 
that any scheme of government at the centre will be judged 
by Indian opinion on the promise it affords of develoioment 
into full respoiisibiiity. We think that the sug’gested foim of 
unitary government leaves the path open for such develop- 
ment on natural lines, and this is in our mew perhap.s its main 
attraction. No abrupt changes would be required. As J?ar- 
llament i-ecogni%ed that the Indian legislature did not desire 
to ijursue a policy inconsistent with the fundamental purposes 
wjiich Parlhiment wished to secure, the occasions for inter- 
ference would become less frequent. Simultaneously the 
necessity for i‘et.aining the olBcial element in the Council 
wo^ild diminish. This element would vnth the approval of 
Parliament gradually be reduced, leaving what would in 
effect be a Government progressively responsible. Develop- 
ment ^rouId come, by iiormal constitutional evolution, th7'ough 
the vrisc use bj'' the Indian legislature of its opporUinitJes. 
Until such time as India is able to make her own provision 
.for defence and inlornal security, we recognize with the Com- 
mission that special arrangements would be necessary for 
those subjects aiid for foreign policy. But over the rest 
of the held tlie process Ave haA^e inclicated might continue 
Avitliout inrerruplion. This natural groAvlh of the po^vers of 
the Indian legislature, through Parliament 2 ->ermitting its own 
poAvers of control, retained for specified purposes, to fall 
into disuse, could he accelerated if the interAmniiig period 
Avere used to fulfil certain conditions, by Avhich Parliament 
might he reasonably assured that its purxjoses AAnre secured. 
As regards minorities, Parliament would no doubt require 
that adequate i^roAdsion based on mutual agreement should 
be made for their rights and interests. In the spheres of 
finance, commerce and railAA-ays, we indicate beloAV the con- 
ditions on Avliich progress seems to ns to depend. Finally, 
when Parliament had been assured of the successful Avorking 
in the proAuncial field of the transfer of laAv and order, it 
might be AAnlling to see the central administration of this 
subject placed in popular hands. When matters of this sorl 
had been satisfactorily adjusted, a AA’ide and definite tiunsfei 
of power might take place, for the completion of this tasl 
Avonld furnish proof to Pai'liament of India’s ability to 
assume responsibility for those subjects, OAmr AA^hicli Greal 
Britain would at present be likely to feel it necessary to retail 
a measure of control. In the meantime the jireparatory Avorl 
loading up to this transfer of poAver might be carried out 
AAntb perhaps a larg*e measure of unanimity, by the kind ol 
unitary government containing a popular element win' ch avc 
liaA^c sought to portraj^. 
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123. Two preliminary points. — We began our considera- 
tion of the problem of the central executive by presenting’ 
a general picture of the existing constitution of government- 
at the centre, and the way in which it works. We discussed 
the relations between the executive and the legislature, and 
gave some prominence to the importance of trying to establish 
reasonabty liarmonious relations between them. AVe accepted 
the view of the Commission that the present popular character 
of the legislature should not be impaired, and made certain 
suggestions which seemed to u,s to flow from that conclusion 
for the construction of the central executive. The next 
matter with which we must deal is the composition of the 
central legislature. There are however two preliminary 
points which we wish to take. They are perhaps sufficiently 
obvious in themselves, but we think that it may be an 
advantage to state them. The first is again to emiffiasize 
the close inter-relation between the two questions of the 
construction of the executive and the composition of the 
legislature ; the second, which indeed follows from the first, 
is to disclaim any intention of putting’ forward suggestions 
here and now to give the central legislature its final form. 


124. The central legislature and public opinion. — The re- 
construction of the Indian legislature is perhaps the least 
vivid of the issues which have arisen in the recent political 
life of India, Under the jmesent constitution the two 
eliaiubers were constructed on principles wliich accorded well 
vdth the sentiment of the country, and it is possible that if 
India fiad not been formally confronted with the occasion 
for bring-ing under review every feature of the constitution, 
comparatively little attention would have been directed by 
practical necessities^ to this portion of the structure. So 
far as Indian constitutional thought has expressed itself, it 
does not stray far from the principles which the present 
legislature reflects. For the Assembly a niunber of the 
earlier schemes, and later the Nehru report, jDroposed a basis 
of adult suftrage, but it is perhaps a not unfair comment 
that these proposals were either the results of study of 
systems developed in other countries, or were put forward 
as a device for surmounting communal difficulties. Though 
some provincial committees recommended a limited element 
elected by provincial legislatures the general trend of opinion 
A .L P/ ^ directly elected, but enlarged, 

CoTTim'ff^ alterations proposed hj' the Indian Central 

noSSiiin?. niatters of detail rather than of principle j 
is used to remedy inequalities in representation. 
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to retain officials, and to introdnce' experts vdtliout the riglit 
to vote. 

Ar- regards the upper house the prospect of a unicameral 
central legislature makes little appeal. The structure of the 
Council of State has attracted little attention. It is true 
that the Nehru report proposed to compose it through indirect 
election by the provincial councils after the method of 
proportional representation, but the general trend of pro- 
vincial opinion leaves the Council of State much as it is now, 
and the Indian Central Committee avouM alter it only so far 
as to increase its numbers. 

125. Indirect election proposed by the Commission. — ^We 
now have before us the recommendations of the Commis- 
sion for radical changes in the construction of both chambers 
and the substitu.tion of indirect for direct methods of 
election. The views on these recommendations expressed by 
local Govermnents show considerable divergencies, and 
opinions wit;iin each Government are often divided. The 
general impression, hoAvever, conveyed to us by the reports 
of the provincial Governments is that public opinion is not 

' favourable to the changes which 'the Commission propose. 
So far as opinion has yet been made articulate, it appears, 
among Hindus, to he hostile to indirect election ; and, among' 
Muslims, to he divided accordiug to calculations of its effect 
on the representation of the community which it would secure. 
We cannot regard as final any of the views yet expressed. 
If after full consideration Indian oiDinioii Avere to pronounce 
clearly in faA'our either of indirect or direct election, Ave 
would only on very strong grounds advise His Majesty’s Gos'- 
ernment in a contrary sense. Our oavu view is that on principle 
the arguments in faA’^our of direct election as the ultimate 
system for a Federal Assembly are the stronger, but we find 
definite iDractical advantages in the scheme of indirect 
election Avhich the Commission put foinvard. The task, there- 
fore, AAdiich Ave shall set ourselAms in the paragraphs AAdiich 
folloAA', is to try to set out as fairly as we can some of the 
merits and demerits of the tA\;o systems of election, direct and 
indirect. But we defer our oaaui final conclusions until the 
matter has been thoroughly discussed at the Round Table Con- 
ference and Indian opinion has expressed itself fully. 

'It Avili be coiiA^enient to deal first Avith the Assemhlv, and. 
then with the Council of State. 

The Lower House. 

126. The federal principle. — The Commission haA-e pro- 
posed that the Legislath^e Assembly should be reconstituted 
as a Federal Assembly*’ the members of which would not 

•Volume II, para. 135. 
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be diiectly elected l^y constituencies of voters, but wonid be 
muinly cliosen, in propoi'tions wbicli we sb&ll bcive to indiGute, 
by the pro^ incial councils ’ ^ If tbe central Government is 
to develop on federtil lines, the Commission consider that* 

‘‘ the adoption of a method which will represent the provinces 
as such at the centre is extremely desirable and seems 
almost essential for the ultimate inclusion of the States. It 
may be that the representation of provinces by indirect 
election might facilitate at a later date the representation of 
the States in the Federal Assembly, but we would make two 
oonnnents. The first is that it is far from certain that federa- 
tion for the whole of India \iull come about by the inclusion 
of the States in the Assembly. It may be that some new 
federal organ will be developed. The '‘second is that even if 
the States did enter the Assembly, it does not appear to us to 
be necessar^' that the method of reiiresentation of the States 
and the pro^ inces of British India must be uniform. We 
should therefore hesitate to put the federal argument of the 
Commission too high. 

127. The representation of provinces. — hlore substantial 
support for the principle of indirect election by provincial ^ 
councils is found in the general relationsMp which the Com- ' 
mission desire to establish between the centre and the pro- 
vinces. They remark that it is im'portant that th§^ provincial 
view should be brought to bear upon central administration, 
the more particular function which they have here in mind 
being the provision of revenue by the central Government 
for distribution to the provinces. ^ So far as this function is 
to be exercised through the medium of the provincial _ fund 
proposed by the Commission, we may observe that decisions 
affecting this fund will be only occasionally before the 
Assembly, and it might be argued with some force that, in 
determining the composition of the Assembly, we should have 
regard to its suitability for dealing with the broad political 
isoues that wiU normally be before it, rather than with a 
function irerformed only at infrequent intervals. According 
to Sir Walter Layton’s scheme, however, the improvement 
of the financial position of the provinces will depend very 
largely on the surrender to them of central sources of revenue, 
and from this it would follow that they would have a direct 
interest in the whole financial administration of the central 
Government. This is a consideration of great importance, 
and it w'ould not be unnatural for the ]orovinoial Governments 
to seek some means of protecting their interests, and for this 
reason to support the substitution of indirect election by the 
provincial councils in place of direct election to the Assembly. 
Ai the same time there is room for some misgiving whether 
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so great a degree of provincialization would be desirable in 
the lower bouse of tbe central legislature. Tbe consequences 
on central administration might be serious, and might result 
in a policy unfavourable to the general interests of the 
country. 

128. The responsibility of the member. — ^Another argu- 
ment advanced bj*" the Commission is that the method of 
indirect election may be expected to afford a closer nexus 
between the member of the Federal Assembly and the provin- 
cial council The argument is based on the view which 
the Commission have taken of the general operation of the 
directly representative sj'^stem, and their conclusion is that 
as the members of the Assembly cannot be subject to 
any real control by electors in territorial constituencies, they 
would feel greater responsibility to a provincial legislature. 
We shall revert in *a later paragraph to the question of the 
size of constituencies under the direct method. Here we are 
concerned only with the relations which the Commission desire 
to encourage between the Federal Assembly and the pro- 
vincial councils. Subject to the remarks which we have just 
made, we appreciate the advantages of establishing a link 
between the central and provincial legislatures. Indirect 
election by the provincial councils is probably the best method 
of securing that purpose ; but it would still seem open to 
question whether the provincial contingent at the centre 
would acknowledge any real responsibility to the provincial 
councils. It must be remembered that members of the 
Assembly will retain their seats eveTi when provincial disso- 
lution has broiiglit about the disappearance of the electors 
who returned them ; and if elected, as suggested by the 
Commission, under the method of xjroportional representa- 
tioij, the tendency of each representative would be to look 
only to the particular group or interest wdiicli elected him. 

In effect, so far as the Commission’s scheme of indirect 
election rests upon the requirement of provincial representa- 
tion at the centre and the need for a greater sense of respons- 
ibility on the part of the member, a dilemma is produced. 
Either the provincial contingents w^ould be controlled by the 
provincial councils, and the central legislature be excessively 
provincialized ; or they would not be controlled by the pro- 
vincial councils, and the responsibility of members to those 
Avlio elecied them might be even less than under the existing ■- 
method of direct election from large general constituencies. 

129. Proportional representation. — The Commission claim 
that if use were made of proportional representation in 
selecting members for the Federal Assembly, it would be 
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possible to get rid of specific pro^dsioii for separate commuiial 
representation. Tlie Federal Assembly would no longer have 
to be constituted by tlie present method of classifying consti- 
tuencies. At the outset the system Avould no doubt prodace 
reflection of communal divisions. But in proportion as gene- 
ral considerations came to bulk more largely in the political 
judgment of the provinces, it would enable members to be 
returned to the Assembly on a more general view of their 
merits and political opinions. A result of that kind, involv- 
ing an automatic decision of communal claims, would in our 
judgment be an attractive feature of any scheme, and we 
would hesitate to reject any plan which promised to get 
rid of precise communal projDortions in the composition of 
the legislature. But jitst as in the absence of agreement 
between the tw'o major communities separate representation 
for Muslims in the provincial councils must continue, and an 
adequate number of seats must be guaranteed to them, so 
we think that the question of the abandonment or the reten- 
tion of direct representation at the centre ought to depend 
A^erj largely upon the attitude wiiicli conununities may adopt 
towards such a proposal. Subject to this, and apart from 
our own view’’s on the more general aspects of indimct elec- 
tion, we wish to make it clear that we do not undervalue its 
possibilities as a means of avoiding specific communal re- 
presentation at the centre. I 

130. Personnel. — ^The Commission have not alluded to the 
possible effects of indirect election on the personnel of the 
Assembly. There is, however, a body of opinion Avhich sug- 
gests that the choice of the proMncial legislatures -would he 
more_ judicious than that of popular electorates, and further 
that if election -were to he indirect, persons of local position 
and experience, who are at iDresent unwdlling to face the 
trials of popular elections might be more ready to come for- 
vvard. We doubt W’^hether the expectation is very securely 
founded. One result of employing the machinery suggested 
by the Commission would Amry ]DOssihly he to induce political 
associations or parties to make special efforts to capture 
seats in the pro-vdncial councils, not on provincial issues, hut 
in order to secure the return of members Avho could he relied 
upioii to vote for candidates of a particular type to the central 
legislature. 

_ 131. The confusion of electoral issues. — ^Indeed, the role 
which under the Commission’s scheme political associations 
might play in central and provincial jiohtics raises issues im- 
mediately relevant to the success of the new constitution, 
under the method of indinect election, it Avill he the first con- 
cern of any party wishing to enter the Assembly to secure its 
owm electors in the pro-vincial legislatures. The whole 



±iy 


weight of all-India iDolitical associations would, therefore, he 
-directed upon the local legislatures, where the novel experi- 
ment in the use of the transferable vote will itself tend to 
throw the business of the elections into the hands of party 
managers. Ag’ain, the Commission appear to assume 
that the judgment of the primary elector will have 
regard on provincial issues to the particular poli- 
-cies of candidates and on central issues only to their gene- 
ral suitability as electors for the central legisla- 
ture. We doul)t whetlier electoral campaigns would in prac- 
tice observe these limits, and wo should expect that the 
simultaneous reference of central and provincial issues to 
the electorate will have a disturbing eifect. There is reason 
to fear that developments on these lines would introduce 

• divergent issues into provincial politics, and invest them with 
an element of confusion and unreality. Wo regard this as 
a real danger in the plan of indirect election by provincial 

• councils. 

132. Dissolution. — There is another midesirable feature of 
indirect election as a means of constituting the Assembly 
which seems to us to be of imxjortance in regard to the posi- 
tion of the executive. The Commission describe* the in- 
conveniences which may arise when a general election be- 

■ comes necessary on the expiry of the life-time of the 
Assembly. Means are devised by which in such circum- 
stances the minimum of disturbance of provincial legisla- 
tures may be caused. It is, we presume, on similar grounds 
that the Commission have pro'posed that the Assembly should 
have a fixed life, and in fact there would bo difficulties in 
combining' a liability in the Assembly to dissolution with a 
■similar liability in the provincial legislatures. We agree with 
the^Commission that on the one hand general elections in pro- 
Aunces cannot be entirely dependent on the necessity to re- 

■ constitute the Assembly ; and, on the other, that the choice 
of members of the Assembly cannot be left to proAuncial legis- 
lators, Avho liaA^e not been in comparatively recent touch with 
the electors. The proposals , of the Commission gWe this 
degree of security to proAducial legislatures that at the worst 
there is a guarantee of tAvo years life, and the date of com- 
■pulsoiw dissolution is knoAvn. If, hoAA’-ever, the Assembly itself 
Avere liable to dissolution, the tenure of all provincial legis- 
latures, AAiiich had still more than three years life before them, 
would bo insecure. 'It appears therefore that on practical 
grounds an indirectly elected Assembly must be incapable of 
•o^asional dissolution, and Ave consider that this must defi- 
Tiitely be reg'arded as an objection in the scheme. It may be 
argued that' the Aveapon of occasional dissolution could pro- 
bably not be effectively used in any circumstances which could 
I fae expected to prevail during the next few years but we should 
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ba uinviJling’ to depxiTC tbe G-overnor General of this power. 
With au Assembly constituted for a fixed laeriod and not liable 
to earlier dissolution, one of the normal means of removing 
deadlocks would bo sacrificed, while the legislature ^yould_be 
guaranteed for a Imo^vn period against the effective inlerfc-r- 
ence of the electorate. We greatly doubt Avhether this could 
be regarded as a satisfactory arrangement. 

133. Beview of indirect election. — ^We have endeavoured 
in the preceding paragraphs to run rapidly over some of the 
salient points, aiising out of the Commission’s recommenda- 
tion to substitute indirect election bj’" the provincial councils 
for the present system of direct election by territorial consti- 
tuencies. The subject is very complicated, and some of its 
aspects are highly technical. Theoretical and practical con- 
siderations are difficult to disentangle, and in estimates of 
the manner in which any particular electoral sj^^stem may be 
expected to work, there is necessai’ily a large element of 
sjDeculation. 

It has not been our object to indulge in merely des- 
tructive criticism. In no country has an electoral system yet 
been evolved, which is not open to objection. The choice is 
not between a perfect and an imperfect system, bnt rather 
depends upon the balancing of advantages on either side. 
We readily admit that indirect election possesses advantages 
from the point of view of the federal jjrinciple which direct 
election cannot give. As a general proposition and on tlie 
considerations arising out of Sir Walter Layton’s proi^osals 
for finance, we arc disposed to welcome a closer comiection 
between the central and the x^i’C'^ducial legislatures. Tlie 
chance otfered of getting rid of specific communal rex^resen- 
tation at the centre is not lightly to be discarded. It is only 
wlien we set ourselves to examine the actual Avorldna’ of the 
indirect svstem, its effiect on the constitutional 

machine at the centre, and its x^ossible consequences in the 
X:)rovincGs, that doubts arise. Some of these we have already 
-expressed. ‘The confusion of electoral issues between the 
centre and the xJi’O’^dnces, the dangers of excessive xoroffin- 
cialization in the central legislature, and the election of the 
latter for a fixed term, all seem to us to contain the seeds of 
future comxili cations. We are also impressed by the objec- 
tions to_ an allocation of seats in the Assembly on a x^^^i’ely 
X'iopulation basis. The alternative is an unequal allocation 
soruevhat on existing lines, which proceeds from an artificial 
weightag'o of provinces. But any attempt to combine such a 
weightage with a natural representation of communities 
throughout India bv an automatic method is likely to en- 
counter great difficulties. 

. Again, there are troublesome and xeerxelexing details 
arising out of the use of x^roportional representation. 
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Since eight legislatnres ^vill be empowered to create a single 
legislature, somewhat larger than any one of them, and 
containing under the Commission’s scheme ai)proximately 
250 members, we would anticipate two results. AVe would 
expect that the members of provincial legislatures, as 
electors, Avould be called upon to express a number of pre- 
ferences, which must normally exceed thirty and may run to 
considerably larger figures. AVe have been unable to discover 
any sufficiently analogous precedent from which to judge 
how the system of proportional representation, when applied 
on this scale, may be expected to function. The second result 
of the system is that the number of votes which would suffice 
to secure a candidate’s election by a provincial legislature 
would be on an average from province to province as small 
as eight. The use of restricted quotas for a s.ystem of elec- 
tion, which must be secret, causes us considerable anxiety, for 
we cannot but attach importance to fears already expressed 
that a wide door is thereby opened to the emplo^unent of im- 
proper methods. Moreover, as we have already said, there 
is reason to doubt whether quotas so small will in fact induce 
any real sense of responsibility in the successful candidate. 

On the sum of these considerations we would ourselves 
incline to the conclusion that a method whereby the Assembly 
would be wholly or mainly constituted by indirect election 
would not be suitable. The certain objections seem to us to 
outweigh the possible advantages. 

134-. A mixed system. — On the other hand, in view of the 
3*cal advantages offered by the indirect method, we think that 
it deserves consideration whether these advantages could not 
by some means be attained without involving the ol)jeplions 
to which we have drawn attention. 

An Assembly comprising elements drawn from both direct , 
and indirect election, securing on the one hand “ terri- 
torial ” representation through indirect election by provincial 
coun<nls, and, on the other, the representation of the “ all- 
Tndia ” point of view and of special interests partly by direct 
election and partly by nomination, might secure advantages 
and eliminate disadvantages on both sides. Such a method 
of constituting the Assembly would admittedly still be open 
to the disadvantage that it would remove the possibility of 
making an effective aiDpeal to the country in the event of dis- 
agreement bet'ween the executive and the legislature ; and 
for this reason we are doubtful whether such a plan would be 
permanently suitable in the later stages of the development 
of the constitution. But it is arguable that this objection need 
not be conclusive before complete responsible government at 
the centre is introduced. As a transitional arrangement 
diiring the i3eriod, when the relations between the centre and 
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the provinces have to be adjusted and the stresses and strains 
created by these relations taken up, there would be much to 
be said for having a central Assembly in which “ all-India ” 
.views and “ provincial ” views could each be stated by their 
own respective I’eiDresentatives in debate. We think that a 
scheme of this nature might usefully be examined. We 
foresee diflS.culties, particularly in the matter of securing pro- 
per communal representation, but it is ‘possible that these 
might be corrected by providing special communal constitu- 
encies among- the quota reserved for direct election, this 
method perhaps being further reinforced by nomination in 
certain cases. We have not been able to work out in detail 
an electoral project oai these lines, but we hope that the prac- 
ticability of such a scheme might be considered along -with 
■?r?.her alternatives at the Round Table Conference. 

135. Direct election, — We now turn to a brief considera- 
ion of the system of direct election. The most obvious and 
.perhaps the most grave defect of direct representation is, as 
the Commission have observed, “ the immeldy and indeed 
extraordinary size of many of the existing constituencies ”, 
rendering in their riew reality of representation impossible. 
The difficulties of polling even a limited electorate over an 
area so vast and of such varied physical characteristics are 
evident. In the past direct election has certainly not secured 
that intimacy - between voter and candidate which it attains 
in small compact countries, and we may expect personal con- 
tact to become more difficult when the franchise is extended. 
Nevertheless there are other considerations, of Avliich we con- 
sider that account _ should be taken before a definite break 
mth direct territorial representation is made. The real point 
at issue is whether the physical conditions of India in fact 
make direct election ineffectual. 

We believe the facts to be somewhat as follows. First, 
the central elector has exercised the franchise with increasing 
readiness and at least as freely as the eleptdr to provincial 
councils,. A great deal of the business of the central legisla- 
ture is as intimate to the elector, and is as fully within the 
scope of his understanding, as the business of the provincial 
councils. Wo need cite only such matters as the Sarda Act, 
tlio income-tax, the salt tax, the railway administration, and 
postal rates. Even more abstruse matters, such as the ex- 
change ratio and tariffs, interest large sections of the clec- 
toralo. Second, the electoral methods natui-al to the social 
stiuctnre of India may be held to some extent to replace per- 
sonal co3itact between candidate and voter, a contact which 
adult siiffi’age and party organizations make increas- 
mgly difficult in western countries. The Indian elec- 
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torate is lield together by agrarian, commercial, pro- 
fessional and, caste relations. It is through these 
relations that a candidate approaches the elector, 
and in this way political opinion is the result partly 
of individual judgment, but to a greater extent than elsewhere 
ot group movements.^ These relations and groups provide in 
India a means of indirect contact between voter and member, 
reducing the obstacles which physical conditions entail, ilore- 
over, we are impressed by the further consideration that ten 
years ago Parliament of its omi motion set up for the first 
time a directly elected Assembly, representative of ibe wliole 
of India. That Assembly, in part perhaps because it is 
directly elected, has appealed to the sentiment of India, and 
sovm the seeds, as yet only quickening, of real repres.enta- 
'tion. Accordingly, unless new considerations of greater im- 
portance have to lie taken into account, we feel reluctant as 
yet to condemn an experiment undertaken so recentlj^ in a 
comitiy awakening to political consciousness. 

■ 136. Advantages and disadvantages. — On these general 

grounds we would hesitate to hold that the orthodox method 
of representation by direct -election is unsuited to the condi- 
tions of India. It may be admitted that during these ten 
years direct election has not achieved all the results which 
Parliament perhaps hoped, nor has it overcome all the ob- 
stacles which the vast size of the country and the complic,ation 
of sepai-ate electorates impose. But in many ways its success 
has been growing, and it has contributed to the strength of 
the Assembly as a focus of national allegiance. On the other ' 
hand it would not provide that expression of provincial views 
as such which may be judged desirable in the new conditions 
contemplated by the Commission. In financial matters, 
ill particular, this defect may be serious. But, as against 
a plain alternative of indirect election, we believe that the 
balance of the argument is in favour of the maintenance of 
direct election. 

137. Summary. — ^We have now examined briefly the 
methods of .direct and indirect election. For the circum- 
stances which exist to-day in India there is no parallel in 
constitutional history, and the question is admittedly very 
open. The opinion of provincial Grovernments is divided in 
regard to it. Without forming any final conclusion, we have 
expressed a preference for direct election, but have suggested 
that it may be found possible to devise a combination of the 
direct and indirect methods, which might go far to reconcile 
the different considerations which have force on cither side. 
One of the two preliminary points which we took, when ap- 
proaching this question of the composition of the Indian 
legisialure, was to disclaim any intention of suggesting its 
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ultimate form. Those who support the Commissiou’s scheme 
(••.an similarly maintain that its adoption to meet preseni con- 
ditions should not he taken as committing- the country for all 
time to the indirect method of election. It is not imp(KSsihle 
that, xuewed in the light of practical expediency, the Commis- 
sion’s proposals may attract considerable supi)ort. Bui, in 
any -ease, we feel that the method of election is essentially a 
matter, on which the considered judg-ment of Indian opinion 
should have great weight. Wo would ourselves be much 
i7ihuenced by the trend of discussions at the Round Table 
Conference upon it. 

138. UTomination. — ^We turn now to the broad questions 
of the composition and size of the Assembly. The first point 
for consideration is the extent to which a nominated element 
shoitld be retained. We have already expressed the ^dew that 
the difficulties inherent in the problem at the centre would 
be greatly enlianced by constituting the executive and the 
legislature on principles Avhich would widen the gap between 
them. If the proposals Ave make for a jjariiiorship 
between Britain and India, in the government of India, are 
accerited, it would seem to follo-cv that there should be part- 
ncrsbip in the legislature as Avell as in the executive. A 
Avholly responsible cxecutiAm would naturally obtain supjiort 
in a ■'vhoUy popular Assemblj^ But if at present the exccu- 
th’e must be, either by specific provision or by con\-ention, 
of tbe composite cbaracter we barm envisaged else''vhcre. it 
can hardly count on obtaining adeqiiate support for its ad- 
ministration as a Avbole, merely tbrough the couueetions of 
its political members Avith the legislature. Accordingly, we 
dp not think that tbe time has yet come for tbe 
abolition of the nominated portion of tbe Assembly. Wo 
Avonld retain nomination for tbe tAAm pnrpo.sos of 
enring inequalities or defects in reijresentatio]! by election, 
and of obtaining some additional support in tbe Assembly for 
an exeentwe of the form Avhich Ave contemplate. We Avonld 
in this Avay secure an element to represent the rrnonfranchised 
and inarticulate, as avgII as spokesmen Avho would explain and 
defend the purposes for AAffiich Parliament must retain 
interest in the administration of India. We would not 
incr<‘ase the ]5rcsent number of members entering by tbe 
door of nomination, and Ave Avould alloAv the proiDO.^als, Avbicb 
Avo proceed to make for the enlargement of the Assembly, to 
bare effect in reducing the Aveight AAdiich the nominated 
element^ Avill in future have in debate and diAusion. The 
proportion in AAdiich nominations might he divided by ilie Gov- 
ernor General betAveen officials and non-officials should aa’^o 
flunk be elastic. A a harmony betAA^een the new exocuti\m .and 
tuo As.sembly groAvs, as Ave hope it will, it should he possible 
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to make a diminishing use of nomination for the inelnsion of 
officials. But the necessity for maintaining strength in tlie 
central Government forbids too drastic a limitation 
of the Governor General’s power to secure some measure of 
assured parliamentary support. We hope that the necessity 
for the use of that power will finally disappear, but in pres,ent 
condilions v/e consider its retention a wise precaution. We 
would therefore impose the present maximum on the nomina- 
tion of officials, but otherwise leave the discretion of the 
Governor General in his choice of official or non-official 
nominees unrestricted. 

139. The size of the Assembly and its life-time. — -The 

total number of the members of the present Assembly is 145. 
We consider reasonable the general desire for some enlarge- 
ment, but practical considerations must, we think, control the 
increase in membership. Thei’e are limits to the Jiumber of 
officials who can sit in the Assembly, and limits also to Bie 
extent to which nomination can bo used without embarrassing 
3‘esults. While we agree to some reduction in the existing 
proportion of nominated to elected members, it Is essential 
that the relative strength of the former should be sufficient to 
enable tiiein to discharge the functions which we have 
described m the preceding paragraph. Our general aim 
therefore would be a house somewhat larger than at present, 
a?id we should contemplate a maximum strength of 200 
members. We should expect detailed and local examintition 
to show that constituencies, which arrange the present electo- 
rate “in suitable groups, and maintain the existing provinci^ 
proportions, need not number more than about 150, and that 
a maximum strength of 200 members Avould be a])iJi'opriaie 
for a house including also representatives of special interests, 
and a nominated element. ' 

We accept the pro]30sal of the Commission and of the 
Indian Central Committee that the life of the Assembly should 
be five years. 

140, The franchise. — The problem of the franchise for a 
directly elected Assembly has naturally not presented itself 
to the Commission, and in consequence has not elicited aiw 
expressions of opinion from the provincial Governments. It 
was not mentioned by tbe Indian Central Committee. If 
direct election is retained, we would be disposed to favour 
some extension of the franchise, in view of the smallness of 
the i)resent electorate and its general character. Any reduc- 
tion in the proportion of the nominated element in the 
Assembly, official and non-official, wliich at present alone re- 
presents the nnenfranchised and inarticulate, makes an ex- 
tension of the franchise more desirable, and we think that the 
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franchise qualification should he investigated by the Fran- 
chise Committee, Avith instructions to make suggestions for 
a reasonable extension. * 

141. Constituencies. — We do not desire to cover again the- 
ground of communal representation and the forms which it 
might take, so fully explored by the Commission.'^ "\Ve are 
in accord vnth their - general conclusions and, in the 
absence of agreement at the centre, would feel bound, 
in a directly elected Assembly, to retain communal representa- 
tion, derived from separate electorates, approximately in 
its present proportions. The . territorial constituencies 
would then be ditferentiated as non-Muslim, Muslim, Sikh 
and European. We would keep the existing distribution by 
provinces, unles,s on further examination some modification 
seemed necessary and feasible, but we would aim at carrying 
into effect the proposals of the Commission for the elected 
representation in the Assembly'- of the centrall 3 ’' administered 
areas. The special interests to be represented bj^ election 
might continue to be those of landholders and Indian com- 
merce. We think it important that European commerce- 
should be directly represented in the Assembly. 

142. Illustrative statement. — ^While ^ve have left open 
the question whether the Assembly should be constituted by 
direct or indirect election, we think it may be an advantage 
if we show in detail the composition we would suggest for a 
direct^ elected Assembl^^ The Assembly would have a 
total maximum strength of 200 members, including 150 mem- 
bers returned by territorial constituencies. The 50 remain- 
ing seats would be filled b^'- the return of 12 members by 
direct election to represent the interests of landholders and 
Indian commerce, and by the nomination of 38 members. 
The former category would include, as at present, 7 repre- 
sentatives of landliolders and 5 representatives of Indian 
comhierce. 'The nominated categoiy would contain a limited 
number of officials -within a maximum of the present figure 
of 26, and would provide for the representation inter alios of 
the depressed classes and^ labour, until conditions permit tlie 
use of direct election by these interests. 

The statement which we append does not comprise all 
the 200 seats. It has been prepared in illustration of a 
possible distribution by provinces and communities of the 
150 seats, which would be filled by election from the general 
territorial constituencies, and to show a comparison with the 
existing arrangement. 
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The Upper House. 

143. The need for a strong second chamher. — “The Coun- 
cil of State ”, the Commission remark,- “ represents the 
more conservative elements in the eonntry and, in particular, 
sections of society which have most to lose by hasty and '11- 
considered legislation We believe that, danger of such 
legislation Avill long continue and that a second eiiamber 
will always be required as an element in the Indian 
legislature. There are, however, reasons whj'' at the present 
stage the Council of State should be composed with particular 
care, li is not proposed to have a form of pure^ popular 
gover’iimcni at the centre, and a unitary executive, however 
amenable to the influence of the Assembly, caimot be directly 
responsible to it. In these circumstances, we cannot expect 
that harmonj" between the executive and the lower house will 
nlways prevail, and the merits of administrative^ policj" 
maj' not invariably receive that consideration which the 
executive would desire. It is of importance, therefore, that 
there should be a second chamber, so constituted as to be 
able to give to the executive reasonable and discriminating 
support. Again, the Governor General will continue to be 
charged vlth the duty of securing those purposes which 
will be the concern of Parliament, and it is desirable that, 
as far a.s possible, these powers should not bo brought into 
jilaj' in opposition to the wishes of the Assembly, until the 
decisions of that body have been revie-wed by the calmer 
judgment of the Council of State. 

144. Numbers and qualifications of members. — The Coun- 
cil of State has in the past exercised to the gTea.t benefit of 
the coimtry the functions Avhich we have just described, and 
we think that it shorfld remain much as it is at present. We 
concur in the conclusions of the Commission that the 
numbers and the ijroportion between elected and non- 
clected should he left unchanged, and that the qualifications 
fof membership of the upper house, should continue to he liigh. . 
The present qualifications for membership are the same as for 
thoYranehise, and we agree with the Commission that they 
migml in future he perhaps less nude than at present. An 
enquiry into suitable qualifications might well be undertaken 
on the lines suggested hy the Commission. 

145. The electoral method. — The present method of return- 
ing members of the Council of State by direct election has 
beeii suecessfnl in composing the upper hoxise on suitable 
lines. Our own preference wmuld be for maintaining tbe ure- 
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sent system, but we recognize that, if the Assembly were to 
continue to be constituted on the basis of direct election, there 
might be some advantage in taldng occasion through the 
Council of State of familiarizing men’s, minds with the 
federal idea and the s^ntem of indirect election proposed 
by the Commission. We would, however, make our accept- 
ance of change in the existing method of election conditional 
upon two objects being- attained. We should wish to be 
satisfied that the change iiivoh'ed no prejudice to the rights 
of minorities. Our second jDroviso would be that the 
change commended itseK to public opinion. Subject to 
these two considerations, we should be prejDared to accept 
the proposals of the Statutory Commission. 

146. domination. — There are two arguments^ which 
weigh with us in retaining the existing proportions of elected 
and nominated members. First, we hesitate to rely altogether 
on the qualifications, which will be prescribed for candidates, 
to secure an element which has i^roved valuable in the past 
and is indispensable in a senatorial body. In paragraph 8 of 
our Reforms Office despatch No, 3 , dated the 6th May 1920, 
Lord Chelmsford’s Government made the following observa- 
tion : “ The functions of such a chamber, as we conceive 

them, are those of a revising body, capable of exercising in 
relation to the popular chamber a restraining though not 
an overriding influence, and its composition is a corollary 
of its functions. Tlie members of such a body must be 
persons possessing what has been called the senatorial 
character ; they must, that is lo say, be men who will bring 
to bear, on problems of Slate, the qualities of knowledge, 
experience of the world, and the sobriety of judgment which 
comes thGreb 5 ^. No form of indirect election could satisfy 
these requirements. At its best, this method would produce 
a body which merely reflected the views of popular elec- 
torates ; at its worst, one which consisted of the delegates 
of small electoral cliques ; but in no circumstances could 
it yield a true senate.” We do not now press these views 
so far as to reject indirect election altogether. They are 
however still a justification for retaining adequate scoiie to 
maintain by nomination the senatorial character of the 
chamber. Second, we consider it desirable that for some 
time longer the central Government should be able to count 
on support from the upper chamber. For that reason it is 
essential that the Council of State should remain a bod 3 ’" 
of conservative disposition. We would, therefore, retain 
the power possessed by the Governor General to make 
nominations botli of officials and of non-officials, observing 
that ttie Governor General is at present under no obligation 
to nominate the maximum number of officials and indeed in 
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practice nominates a smaller number. We would hope that 
this discretion to reduce the nominations of officials might, in 
the future, be more freelj'' exercised than at present and it 
might well be that if the method of indirect election were 
adopted, more frequent resort to nomination of non-officials 
might be necessary, in order to represent interests or com- 
munities which fail to secure representation through pro- 
vincial legislalures, 

147. Life-time. — ^Hiether the Council of State is elected 
directly or indirectlj'- we ag'ree with the view of the Statutory 
Commission that its life should be seven years. 

DEFENCE. 

Administralivc prohlp.ms. 

148. Connection of civil departments with the administra- 
tion of defence. — Having' described the general administra- 
tive and legislative dispositions at the centre, which appear 
to us to accord best with present conditions, we desire to 
consider in greater detail bow these dispositions will affect 
some of the more important of the departments of Govern- 
ment. The Commission have fully recognized the importance 
of the subject of defence, which indeed constitutes one of 
the most difficult of all the problems at the centre. In 
putting fonrard their scheme, thej^ have been largely 
actuated, as they point out, by the desire to remove what might 
otherwise lorm a continuing- harrier to constitutional progress. 
Any proposals designed to produce this result merit the .most 
careful aud * sympathetic consideration. We have already 
discussed the proposals for the exclusion of defence in so 
far as they affect the structure of the central executive ; 

- and we have examined in that connection the suggestion 
that the removal of the control of the army from the 
Goverjiment of India would clear the way for constitutional 
advance. We will now endeavour to consider how the pro- 
posal would affect the army administration itself. We have 
been imjiressed by the accuracy and insight with which the 
Gommission have analysed the problem, and by the in- 
genuity of the solution which they propound. The essence 
of their proposal, as _we understand it, is a mutual agreement 
between Great Britain and India that for the time being the 
defence of India should be regarded as an Imperial con- 
cern_ carried on m co-operation vdtb, but outside, the civil 
adminisiraiion of the country. By a similar agi'eement, a 
fixed total sum would be made available from Indian revenues 
for defence expenditure, subject to revision at suitable in- 
teivala. The idea lias undoubtedly many attractive features. 
He have however, to ask ourselves two questions, first, 
whether. ni the endeavour to avoid a constitutional difficulty 
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of a special character, India may not fall into a greater = 
danger by attempting to detach an important fnnctioji of 
Government from its true place in the organic whole : and., 
second whether the control of defence can as a matter of 
fact be isolated in the manner proposed. It has to be remem- 
bered (and experience in all countries during the Great 'VN’ar 
has brought home this lesson very forcibly) that 
the administration of defence cannot be made the 
business of one department of Government alone. 
The successful conduct of war does not depend solel\' on the 
strength of the armed forces available, the manner in which 
they are raised and controlled, and their general state 
of preparedness, but upon the combined efforts of the Gov- 
ernment and the country as a whole. A modern war may, 
and generally does, involve all the resources of tlie nation. 
In considering the wider aspects of the defence problem, the 
defence administration of the State cannot be dissociated 
from other branches of the administration, such as finance,, 
mainlenanee of order and the quelling of civil disturbances, 
posts and telegraphs, railways, trade, shipping and transport, 
labour, health, and even education. The efficiency of the 
fighting- services depends to a large extent on the general 
efficiency of the nation in these departments, and on the 
degree to which the national resources have been co-ordi- 
nated in peace, and can be harnessed in war. The respon- 
sibility of Government for defence is thus a joint responsi- 
bility. The.. Commission evidently had these facts in mind, 
for they have laid special emphasis on the necessity for 
continuing- unimpaired the help and assistance which the army 
at present looks for and obtains from the civil administra- 
tion. If we have correctly followed their line of thought, they 
believe that the co-operation of the civil departments in the 
day to day administration of defence can be secured on the 
same basis of mutual agreement as is necessary to the in- 
troduction of their scheme as a whole, though the means for 
ensuring such co-operation must in the final resort rest in the 
hands of the Governor General. We have to examine this 
assumption from the practical point of view. 

149. Position of the Army Department imder the existing- 
system. — ^In the central Government as at present constituted, 
there is no fundamental difficulty in correlating the acti/itios, 
and defining the responsibilities, of the various civil depart- 
ments in regard to defence. Questions, which are the joint 
concern of the army and one or more civil departments', are 
dealt with under the ordinary inter-departmental routine of 
tlio Government of India, and decided ultimately, in the event 
of disagreement, by a reference to Council. It is true that 
the procedure is sometimes found to be cumbrous, and that 
the need for a co-Qrdinating institution, analogous . to the 
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Committee of Imperial defence, is not infrequently felt. This 
is -at the most, lion-ever, a remediable defect in tbe adminis- 
trative macMnery, Tlie Government, in its present unitary 
form, does provide the means of solving- departmental differ- 
ences, and precludes the possibility of deadlock. 


150. Our apprehensions regarding- the position of the 
Army Department under the Com mi ssion’s .proposals. — .We do 
not feel sure that this would still he the ease under the arraiig-c- 
monts proposed by the Statutory Commission. The Army 
Department would cease to he a constituent unit, of the 
central Government. It could no longer rely on its position 
as a department of the Government of India for su^jport 
■vrhen claiming the co-operation of other departments, or (;n- 
dcavoui'ing to impress upon them its peculiar requirements 
©r points of view. The burden of persuading a ci-^l dexjart- 
ment in tJje last resort to lake or withdraw any action in tbe 
interests of the arm 5 ’' would rest ni^on tbe shoulders of the 
Governor General, whose task would he made no easier hy 
the fact that the central Government had been deprived of 
its direct share of responsibility for defence. It is not,, 
in OTir opinion, merely a question of the pro-\dsion ox facili- 
ties in regard to reomitment, transport, and other matters. 
The Army Department is in contact with civil departments 
from day to day.^ At xoresent it deals Avitli them on an equal 
footing : but if it became an authority separate from tbe 
central Government, some friction would almost certainly 
ensue. Tbe position of an excluded Army DeiDarfinent would, 
we think, be difficult enough even if tbe central executive were 
constituted, as the Commission propose, with an officia.! ele- 
ment, and '>vere not responsible to tbe legislature. But if tbe 
exclusion of defence fulfilled its avowed object of removing- 
the conslitntional ban-ier to complete self-government and 
the Army Department, administered by an Imperial agency, 
found itself in daily contact with a central Government 
responsible to the legislature in all respects, Ave apprehend 
that the possibilities of friction -vi'^ould be greatly increased. 


151. Arg-uments on the other side.— It is, of course, pos- 
sible that ^ve have over-estimated these disadAmntage^ It 
may be coii..ended that so far as tbe pro-vinces are concerned, 
should efi'eci be given to tbe constitutional proposals of the 
Commission, the co-operation Avhieh is needed for the success- 
lul administration of defence must depend in the first 
instance on goodwiU and mutual understanding (the ulti- 
mate power resting in the hands of the Governor General), 
wiiether the araiy remains an integral part of the Govern- 
ment ol India or not. In regard to the centre, it might fur- 
ther he argiied that as a matter of fact conflicts between the 
, army and die cnal departments are not frequent, and that it 



is hardly reasonable lo assume that antagonism and opposi- 
tion will become the rule, and co-operation the exeeptioji, 
merely beciiusc Ihip^army has been placed, for administrative 
purposes^ under the Governor General. Though under th,e 
Comniission proposals the armj’^ administration would be 
outside the Government of India, the responsibility of tlie 
latter to co-operate in the defence of the country would re- 
main unimpaired, and the powers of the Governor General 
Avonld he in reserve to enforce that responsibility. It might 
also be questioned whether an army administration, excluded 
by mutual agreement from the Government of India, would 
be faced with any greater difficulties in securing co-operation 
and co-ordination of effort than an army administration form- 
infi' part of a Government ^ of India, which was in other 
matters responsive to the legislature. Wc do not ourselves 
'‘hold these views, but we think it desirable, in connection with 
so im]3oi'tant a proposal, to state the alignments on either 
side. 

152. In the legislature. — ^The removal of the Commander- 
in- Chief and the Army Department from the Government of 
India might lead to complications in the legislature. The 
Coimniss.'on observe that the Army Secretary would be 
available in the Lsgi.slative Assembly. He would however 
cease to be an official of the central Government, and, as that 
Government would he divested of its share in the respon- 
sibility for defence, he would act, not as its spokesman, but 
as the niouthiiiece of an Imperial agency. His position in the 
Assembles' as the official exponent of policies for w'hich ihe 
Government of India were not responsible, would be iu our 
vierv anomalous and embarrassing. There is already a ten- 
dency to criticize the existing arrangement under which the 
Armj^ Department is represented in the* Assembly by a Sec- 
retary, and not by a member of the Government. We think 
that thei-e might he greater cause for dissatisfaction if the 
spokesman on military matters were not even an official of 
the G overament of India. The Commission indeed x^ropose* 
that the Leader of the Federal Assembly should take charge 
of imx3ortant debates on military subjects : hut although the 
Leader of the Federal Assembly might personally carry great 
weight, his role, in army debates, would be merely that of ah 
advocate briefed for the occasion. 

Here again we do not overlook tbc argniments on the 
other side. If defence were excluded from the Government 
of India by general agreement, the Assembly might tend to 
concGi’ii itself le.ss with tlie details of army administration^ 
especially if it were represented in a standing defence conir 
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niittee, a:id laacl opportTinities for the discussion of army 
policy, as the Commission suggest. 

153. Effect upon the Indian soldier,X-Our arguments so 
far have dealt with the administrative objections that might 
he urged against the Commission's proposals. There is 
another important aspect of the matter. The Commission 
.have stated"^ in their report the main argument on wdiich their 
Ijroposal is based. It is the principle that the protection 
of the frontiers of India, at any rate for a long time to come, 
should not be regarded as a function of an Indian govern- 
ment ill relation svith an Indian legislature, but as a matter 
of supremo concern to the whole Empire, which can only be 
effectively organized and controlled by an Imperial agency. 
We do not here ‘wish to enter into the question of the degree 
to which the defence of India may be regarded as an Iniporial 
rather tlian a purely Indian concern. We do consider it 
relevant, however, to note that the greater part of the rank 
and file of the army in this country consists of British Indian 
subjects. The Commission’s proposals might be thought to 
have the effect of removing Indian officers and men from the 
service of the Government of India, and of turning thorn into 
employees of an Imperial agency, whose policy might he 
dictated to a large extent by the War Office. It is possible 
that the effect of this chang*e in the, status of the Indian 
soldier would not immediately he felt. Under the Commis- 
sion’s proposals, the army would still he directly subordinate 
to the Commander-in-Chief, and would still he under the 
supervision of the Governor General. The dissociation of 
the army from the Government as a whole might, however, 
in time ]iroduce reactions unfavourable to the Indian soldier 
during his army career, and might also tend to dexirive him 
of the protection and sympathy of the civil administration 
in his retirement. 

The advocates of exclusion may reply that here .also the 
goodwill and co-operation of the provincial Governments must 
bo assumed, and that, if these are not readily forthcoming, the 
Government of India would at any rate he in no better a posi- 
tion tlian a separate Army Department to secure the interests 
of indhddiial soldiers and pensioners. We do not ourselves 
bold this view. We believe that, in this as in other matters, 
the representations of the Government of India are likely to 
carry more weight with local Governments, no matter how 
-autonomous, than those of a detached authority*. 

154. Conclusion ; the army should preferably.'’ remsin 
under the Government of India, — Our conclusiou, after 
weigbing the arguments on botli sides, is that it would be 
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preferable that the Grovernmcnt of India should retain 
its control of the administration of defence. The Commis- 
sion themselves, however, recommend the adoption of their 
scheme only on the understanding* that it meets with accept- 
ance. If Indian opinion were decidedly in its favour,, we 
should Itc prepared to reconsider our views. The proposal 
hitherto does not apiDear to have enlisted any public sapport. 

155. The portfolio of defence. — ^If this view is accepted^ 
•the portfolio of defence would continue to be held by a 
meml)cr of the central Government. This brings us to the 
quoslion of the position of the Commander-in-Chief. "We 
consider that there is great force in the Commission's re- 
commendation that the Commander-in-Chief should cease 
to be a member of the central Government, occupying a seat 
in tlie Indian legislature. The present official position of 
the Coramandor-in-Chief, combining as it does the func- 
tion of the supreme Commander of the forces in India ■with 
that of permanent Army Member and Government spokes- 
man on ai*my affiairs, is becoming increasingly difficult and 
embarrassing. The problem had aiisen before the appoint- 
ment of the Statutory Commission, and we had already for 
some time been considering the possibility of some such solu- 
tion as the Commission propose. We agree that the 
Commandor-in-Cliief should cease to be a member of the 
Indian legislature : and we recommend that his place in 
that respect sjhould be, taken by a civilian member for de- 
fence, who would become the responsible member of Gov- 
ernment and Government spokesman in the legislature in 
all matters of defence policy. This, in our opinion, Avould 
constitute the simplest method of reliemng the ComiTiandei*- 
in-Cliief of duties which are extraneous to the nature of his 
profession and appointment. The change would involve no 
dislocation of the existing machinery and the actual conduct 
of busi^iess between the Army Department and Army Head- 
quarters would proceed on the existing lines. The Com- 
mander-in-Chief should, however, retain the right of dii'ect 
access to the Governor General, and should, as a 
matter of rule, be present in Council Avhen military affairs 
a.ro discussed.^ The mutual relations of the Commander-in- 
Chief find a civilian defence member would not present 
the diffioiilties that were found to arise when the Com- 
mander-in-Ghief and the military member, both high mili- 
tary officers, were both also permanent members of tbe 
Executive Council. 

156. The -army estimates. — ^We find ourselves in agree- 
ment with many^ of the Commission’s observations on the sub- 
ject of militaiw expenditure. It will be for His hlajcsty’s 
Government to consider whether the Commission’s argu- 



mentt’ in favour of a suLsidy from Imperial revenue* 
should be accepted, and rrhether the Government of India 
can cslaldish a claim to a fixed contribution determined by 
the factors to vliich the Commission have referred. We 
arc in fa^ our of the proposal for the constitution o£ a com- 
mittee on army affairs, including members of the centi-al 
legislature, for the purpose of discussing and keeping in 
touch \Yith militarj' questions, as recommmided* by the 
Commission. We are also in favour of the Commission’s 
sug'gestion that military expenditure from Indian rev^enues 
should henceforward take the form of an annual total sum 
fixed for a ]jcriod of 3 ’ears, and i*evised at intervals. The 
general position of the icgislature in regard to defence matters 
should, however, remain unchanged : in particular, the exist- 
ing facilities for the annual di.'^eussion of militarj’- polic}^ and 
expenditure, in the course of the budget debates in Liie 
Assembly, sliould continue. 

Indi amzati-on. 

157. The Commission’s survey of the problem. — In chapter 
10 of the first volume of the report, the Commission have 
presented a comprehensive picture of the military problem, 
notable for its impartial, yet sympathetic, treatment of a 
most difficult subject. That the Coimnissioii recognize fhe 
supreme importance of this qtiestion is made clear 
in the first sentence of the chapter, where they observe that 
in considering' the implications of the jDolicy, to the pursuit 
of which the British Parliament is solemnly pledged, for the 
increasing association of Indians in evei\y branch of Indian 
administration, and for fhe development of responsible gov- 
ernment in British India, no question is at once more difficult 
and more crucial than the fntare organization, recruitment, 
and control of the arm^* in India.! We think it worth while 
to quote in full one passage ;i 

For the purposes of the constitutional inquiry 
upon which we are engaged, the method by 
which Indianization might proceed is not 
so immediately important as the fact that 
it has at length begun, and that it is 
recognized that tbe pace at which it pro- 
ceeds is conditioned by the efficiency of 
the results obtained.’ A completely self- 
governing India must be in a position to 
provide itself with armed forces, fit to 
undertake fbe tasks wbicli armed forces in 
, India bave to discharge, so far as those tasks 
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are the special concern of India itself. It is 
not to be supposed that units recruited in 
Britain and officered by British officers are 
going' to be mercenaries in some future India 
where the ultimate ‘military authority rests 
with an Indian Minister for War or with 
an Indian Cabinet, responsible to an Indian 
elected Assembly. Indian nationalists are, 

■ therefore, perfectly right in attaching great 
importance to army questions in India in 
relation to India’s constitutional develop- 
ment. It is essential to the honour of 
Britain, in relation to the assurances which 
have been given that wo are sincerely aim- 
ing at the attainm,ent of self-government in 
India, that the transformation should be 
given every fair chance. The change is 
bound to be slow, and it is much more likely 
. to come about smoothly and successfully, 
if the difficulties are honestly faced on both 
sides in a spirit of complete goodvull.” 

Those words sum up clearly and succinctly the whole 
problem of Tndianization. It is of paramount im- 
portance that we should satisfy Indian public opinion that 
we are in earnest in our policy, and that our measures of 
Indianization are directed towards a definite goal. It is 
equally important that cur critics, on the other hand, should 
recognize that the maintenance of efficiencj^ is an indispen- 
sable condition of progress, and that this plea is not raised 
for the purpose of obstructing legitimate demands. 

158. The Commission’s recommendations . — The Commis- 
sion have put forward a tentative proposal* for the develop- 
ment of a separate army of a dominion pattern, recruited for 
purposes of internal order, but sharing with Imperial 
troops the burden of external defence. This army, if and 
when created, would he under the control of an Indian 
minister. The suggestion is ‘repeated in paragraph 211 of 
the second volume, where it is further made clear that the 
dominion army would he independentl 3 ' paid for and con- 
trolled, .and contain no British element. The Cc^mmission 
recognize, however, that the suggestion raises many diffi- 
cultiesi technical and financial, and that the time for ^ so 
considerable a departure from the established organization 
has not yet come. We shall return to this subject later. 
For the present the Commission urge that we should go for- 
ward sloadil^'', as we are ])ledged to do, with the Jadiaiiiza- 
tion of the army, subject only to the overriding requirements 
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of military efficiency : and they consider that this obligation 
should continue to be honoured in the letter and the spirit 
if the army in India were to pass, as they sugg-est,* out of 
the control of the Grovernment of India. We need hardly 
say that we accept this view of our obligations. Our present 
policy of Indianization is indeed based upon it. We believe 
that the pursuit of that policy, in the language of the fore- 
word pulalished with your predecessor’s approval to the 
report of the Indian Sandhurst Gommitteee, “ offers the sure 
stable line of advance towards the creation of a dominion 
army ”. By “ the creation of a dominion army ” we mean 
the evolution of a self-contained Indian force, to be com- 
manded and officered eventually bj' Indians and to be under 
the control of a self-governing India. We propose to describe 
briefly the progress that has already been made in Indianiza- 
tion, since the aimouncement of decisions on the report of the 
Indian Sandhurst Committee, to state the position now 
readied, and to indicate what the next steps in advance are 
likely to be. 

159. Progress of Indianization since 1928. — ^In March 
1928, we announced that in future the number of vacancies 
available for Indians at the Boyal Military College, Sandhurst, 
would be increased from ten to twenty a year, an^ that some 
vacancies would be thrown open to Indians at the Royal 
Mililary Academy at Woolwich, and the Royal Air Force 
College at Cranwell. The first examination under the new 
conditions was held in November 1928, but it was not until 
the November examination of 1929 that, for the first time, 
the number of Indian candidates qualified for Sandhurst 
exceeded the number of vacancies offered. At that examina- 
tion, eighteen candidates passed the examination, against ten 
vacancies. At the same examination, six Air Force eandi- 
^tos, i.C; the minimum number required to initiate an Bidian 
Flight, succeeded in qualifying for Cranwell, and two Tiulians 
also passed into Woolwich. Up to that point, no Indian had 
passed for either Woolwich or Cranwell. We have recently 
^eeived final results of the examination held in June 1930. 
Two candidates succeeded in qualifying for Woolwich, arid 
ten for Sandhurst. The number of those qualified for Sand- 
hurst was therefore, on this occasion, exactly equal to the 
number of vacancies offered. For future calculations, it may 
be assumed that the number of candidates qualifjdng for 
bandhnrst will not fall below the present number of vacancies, 
i'^^'cnty a year. To these should he added a number 
ol \ leeroy’s eommissipned officers nominated to Sandhurst 
as \ icero^’^’s commissioned officer cadets. The prescribed 
annual maximum for such nominations is five, hut for the 
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..proKcnt not more than two or three suitable candidates are 
likely to be forthcoming from this source every year. In 
addition, ive may expect an average of three or four candi- 
dates a year qualifying- for either Woolwich or Cranwell. 

160. Number of Indianizing units required. — ^An annual 
output of twenty ofi&cers with direct commissions from Sand- 
hurst, together with an annual average of two or three 
Viceroy’s commissioned officers granted King’s commis- 
sions, will, in the course of time, supplj’" an officer establish- 
ment sufficient for a complete infantry division of twelve 
battalions, a pioneer battalion, and a brigade of three regi- 
ments of cavalry, together with an adequate margin for 
ancillary departments, staff and command appointments, and 
for wastage in premature retirements and transfers to civil 
departments. The calculation assumes the conversion of the 
, officer establishment of Indian units from the existing pattern, 
which consists of twelve to fourteen King’s commissioned 
officers and nineteen or twenty Viceroy’s commissioned 
officers, to a homogeneous cadre of twenty-three to twenty-five 
King’s commissioned officers. Our scheme therefore at its. 
present stage, envisages the Indianization in all of sixteen 
units of cavalry, infantry and pioneers, in addition to 
such units of artillery, sig-nals and engineers as may 
hereafter be officered by Indians from Woolwich, and to 
the air squadron which we hope to raise gradually with 
Indian officers trained at Cranwell. The eight units hitherto 
set apart for Indianization are still officered on the pattern 
mentioned above. But these officer establishments will in 
tlie course of time he insufficient to accommodate the increas- 
ing number of Indians commissioned through Sandhurst. 
It will then be necessary either to set apart more units tor 
Indianization or to begin the conversion of the officer estab- 
lishment to the British pattern, or to introduce a combination 
of both these measures. We have not yet decided which 
procedure we shall adopt. An important factor in the deci- 
sion must naturally be the necessity of securing the rights 
and prospects of the Viceroy’s commissioned officers, and of 
the seiDoys and sowars who enter the army with the ambition 
of being promoted to Viceroy’s commissioned rank. 

161. Question of an Indian military college. — The in- 
creasiug numbers of successful Indian candidates at these 
oxanii]ialions bring ns nearer to the point when the ques- 
tion of the establishment of a military college in India 
must he decided. The Indian Sandhurst Committee, iu 
paragraph 44 of their report, stated that according to the 
expert evidence they had received, the desirable number of 
candidates for the starting of an Indian military college, if 
it were to have an efficient organization, was 100. They 
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accepted that as the initial number, and proposed^ that the 
coliego should be inaugurated in 1933, with an intake o? 
33 cadets in that year. The establishment of 100 was to 
he reached in 1935, A^dlen the first batch of entrants would 
be c<anniencing the third and last year of their coiirso.' The 
Connniiloc. iiT their I’ecommendations, followed the models 
provided by the Dominion military colleges at Kingston and 
Dnntroon, where the normal course of training is three or 
four years : and we agree that the Indian militarj'- college 
when established should be on the lines of those colleges 
rather than of Sandliurst, where the course lasts for eighteen 
months only. We also agree with the Indian Sandhurst Com- 
mittee that 100 is a desirable number, though not an indis- 
pensable minimum, for the foundation of an Indian military 
college. To absorb an annual output of 33 officers, if that 
were the figure accepted, it would he necessary in course of 
time to expand the number of units selected for Indianization 
from sixteen, the number required for tlie present output, up 
to about 25. The rate of progress of Indianization in artillery, 
engineers, signals, and air units, is at present too uncertain 
to be included in this estimate. 

162. Arg^uments that might be urged in favour of Sand- 
hurst from the military point of view. — The alternative to the 
creation of an Indian military college would be a further 
increase in the number of vacancies available for Indian 


nadots ai, the B.oyal Military College, Sandhurst. His Excel- 
lency the Commander-in-Chief points out that there is much 
to be said for the retention of Sandhurst as the training ground 
of Indian King’s commissioned officers as long as possible, 
provided that the progress of Indianization is not thorehj re- 
tarded. The traditions which have been established over long 
years at Sandhurst, and the fact that the Indian cadets there 
mix freely in work and games with boys from English pub- 
lie schools, have undoubtedly a beneficial effieet. It can be 
shown that many young Indian cadets, after a Sandhurst edu- 
cation. are holding their ovm with their British eontempoi’a- 
ries : and those who advocate the retention of Sandhurst 
feel no doubt that the same results would not he obtained 
from a college established in India, which for many years to 
come w(.)uld have no such traditions as Sandhurst and no cor- 


responding esprit de corps. Wliile .sympathizing with the 
vide-spread desire among Indian public men to see a military 
college established in India, those who hold this view are 
definitely of opinion that the present high standard of edu- 
cation, combined "with the surroundings and traditions of 
Sandhurst, resulting in the formation of character, will not 
be maintaiiied in an Indian college, and tbat the quality of 
young Indian officers entering the army will consequently 
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163. Argimients that might he itrged in favour of Sand- 
hurst from the political point of view. — ^Indian political 
opinion has hitherto expressed itself clearly in farouj- of the 
creation of an Indian military college in accordance \vith 
the recommendation of the Indian Sandhurst Goimnittee. The 
considerations stated in the preceding paragraph might 
however be acknowledged by some of those who press 'for an 
Indian military college, if tfaej^nould be assured of a guaran- 
tee that the retention of Sandhurst would in no way prejudice 
the rapidity of Indianization. Indian sentiment,' both within 
and outside the army, attaches considerable valu!e to the 
hall-mark of Sandhurst. One of our Indian colleagues has 
expressed Lhe view that it would he better that India should 
continue for some time yet without a military college of her 
own, than that Indian officers should come to he regarded as 
possessing qualifications inferior to those of their British 
contemporaries in the Indian Army. He fears that this argu- 
ment of inferiority might be used to retard the pace of ludia’^ii- 
zntion in future, and he observes that if it is found neces- 
sary for young Indians appointed, for instance, to the Indian 
Civil Service or the Forest Service, after open competilion 
'in India, to be sent to Europe for further training, a period 
of training in England would seem equally necessary for 
young Indian officers of the army. It would be possible to 
point, in illustration of this argument, to the proposal of the 
Indian Sandhurst Committee that Indian cadets, after com- 
pleting their course at the Indian military college, should be 
attached for one year to British battalions stationed in the 
United Kingdom. To^ cite another instance, althoiigh the 
teaching in Indian Universities has reached a high standard, 
there is still in India a great demand for admission to British 
universities. Even if the Indian military college, tliereforo, 
produced from the outset officers as good as those trained at 
Sandhurst, the fact might not be recognized for some time by 
the Indian or the British public.^ He further urges that inas- 
much as any expansion of Indianization will involve a decrease 
in the number of British officers of the Indian Army, there 
should be less difficulty in accommodating the inereasiiig num- 
bers of Indian cadets at Sandhurst. If therefore His Majesty’s 
Government could arrange to secure the admission of Indian 
cadets to Sandhurst to the extent which the progress of 
Indianizalion required, there would be grounds for"^ postpon- 
ing the estahlislnnent of an Indian military college for a 
considerable time to come. An Indian military 'eollo.<>-o is 
moreover bound to he expensive, both in its capital cos?^lI.d 
m its recurring charges, if it is to he founded and maintained 
on Imcs comparable to Sandhurst. He anticipates tliafc from 
the political and financial, as well as the military, points of 
view, the alternative of retaining Sandhurst mav find some 
support. 
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164. Arguments for an Indian military college. — On tlie 
other hand it may be argned that a course of three, or pos- 
sibly fonr, years in an Indian military college, beginning in tJie 
seventeenth or eighteenth year of age, vdien boys are' still 
comparatively imiDressionable, could be made at least as 
eifective as the training imparted during eighteen inonths at 
Sandhurst to Indian cadets, who rarely go there, under the 
present s^’^stem, until after they are nineteen. Th^J advan- 
tages resulting from association with British contemporaries 
might perhaps be secured, when the time comes, in another 
way, namely, by extending, for Indian officers, the period of 
attachment to a British unit, before they are posted to the 
Indian army, from one year, as at present, to, say, two years. 
Furthoj', it may be thought that the qualities of initiative and 
comi-adeship, the combination of which is essential to the 
making of a good officer, are acquired rather during the time 
spenl at an institution such as Dehra Bun, or at an hinglish 
public school, than during the later, and shorter, stage of a 
course at Sandhurst. By taldng its cadets at a mo)-e forma- 
tive age, and by training them longer, an Indiammilitary 
college could supply to some extent the advantages of a pub- 
lic scl'Ool education for those who had not already had it : 
and there is no reason to suppose that the military authori- 
ties in charge of the direction of the college could not, .by 
choice of staff and in other ways, ensure the provision of a 
first class training. The Indian Saudffiirst OommitI.ee 
were obffiously guided by considerations such as these in 
making their recommendation for an Indian militaiy col- 
lege — a recommendation that has received much support from 
Indian i3ubhc opinion. We cannot ignore the strength of 
the dennand for such a college. In spite of the financial 
assistance granted bj^' Government to Indian cadets, we 
cannot doubt that the expense, the distance,, from 'fndia, and 
the unfamiliarity of the surroundings, . are factor.s - which 
deter a number of parents at present from offering their 
sons for a military career. There is a general impression 
that in spite of everything that Government can do, the cost 
of education at Sandhurst remains excessive, and that Indian 
cadets are handicapped in various other ways. This feeling 
is but natural. To appreciate its force it is only necessary 
to imagine what would be the attitude of British parents 
who desired to send their sons into the army, if there were 
no militarj^ college in Great Britain, and every English cadet 
had to be trained at an institution in a distant country. It 
would not be long before public opinion, in such cir- 
cumstances, demanded the establishment of a military college 
in England.^ An Indian military college will in any ease 
become mevitable as soon as Sandhurst can no longer accom^ 
’■lie the increasing numbers' of Indian cadets. 'W'e do not 
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know when that point Avould be reached: it would depend, 
nmong* other things, upon the attitude adopted towards Uiis 
'question by the Army Council. But, even if the military 
' authorities in England were willing to accept Indian cadets 
at Sandhurst in sufficient numbers to avoid the immediate 
necessity of founding an Indian military college, the question 
would still remain whether it would be better to continue 
sending Indian cadets to Sandhurst as soon as possible, or to 
.■ start the Indian college without delay. 

, ^ , Some of our number would prefer, for the reasons given 
in paragraphs 162 and 163 above, to make every effort for the 
retyntion of the advantages of Sandhurst as long as possible, 
provided that the military authorities in England were ])re- 
: . pared to accept Indian cadets in the increasing proportions 
that the progress of Indianization will require; others of us 
take the view that the establishment of an Indian military 
college should be set on foot as soon as practicable. In these 
circumstances we have stated to the best of our ability the 
. arguments in favour of either course, and His Majesty’s 
Government -will have the opportunity at the Conference to 
ascertain Indian feeling on the matter. 

165. The Commission’s scheme for a separate “ domi- 
nion ” army. — If the number of King’s commissions offered 
annually to Indians is increased in the near future, it will 
be necessary to decide in what way the additional officers 
hhould be employed. We have considered very carefully 
the proposal made by the Indian Statutory Commission in 
paragraph 211 of the second volume of their report. Read- 
ing that paragraph with paragraph 126 of the first volume, 
we understand the proposal to be that Government, in co- 
operation_ with the central legislature, should encourage 
. the recruitment of battalions of a dominion pattern, coiu- 
inanded by officers holding a dominion commission, for 
purposes of internal security, that these forces should be 
, coni i' oiled by an Indian minister of the central Government, 
and- that but of them a dominion army should gradually 
emerge as a self-contained indigenous force, distinct from the 
Imperial, army, in which latter army, ho-wever, the policy 
of Indianization should also be pursued. The Commission 
■ • haAm left US' in some doubt as to the functions of this ju-w 
. force, which they contemplate* as being “recruited for pur- 
. ' poses of internal order ”, but also “ sharing with Imperial 
; troops the burden of oxteimal defence ”. Nor have they 
defined the source from AAhich it is to be financed, though 
.recognizing that financial considerations will of necessity 
impose strict limits on its size.. 

' • ■ ■ ■ ^Volume I, para. 126. . 
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16G Tentative character of the scheme. — This suggestion 
of the Commission is, however, only tentative. As we have 
already stated, they ao not themselves consider that the time 
has yet anived to decide upon it, and Avh ether it should he 
adopted or not. Its adoption would in any ease depend upon 
a deiini'io pronouncement in its favour by Indian ]Tablio 
opinion. We shall proceed to examine it in the paragraphs 
that follow. At the same time, we wish to make it cleuj- that 
our views, like those of the Commission, are merelj* pro- 
xdsional, and that we do not commit ourselves at this stage to 
a filial expression of opinion. 

1G7. Possible objections to the scheme. — Whether, as 
we should prefer, the Government of India continue to control 
the regular army, or whether the (Statutor 5 ^ Commission’s 
reconmiondation bo adopted, and the control of the army be 
tiansferred to the Governor General, acting as an agent of 
the Imperial Government, this further recommendation of 
the Statutorv Commission would in\nlve the existence of 
two distinct j’orces side side, controlled, organized, 
equipiDcd, financed and employed on different systems, but 
both of them none the less forming part of the army in 
India, and containing the germ of the future dominion 
army. W(' coiifcsa that we do not at present see what 
jiistificatioii or incentive could he found for the creation of 
tlie propo.sed new force. Apart from the financial <lifficui- 
ties to v'liich vre nave alluded in paragraph 165, it is obvious 
that Jiew’-ly raised troops of this character would not for 
many years he as efficient as units of the regular armv. 
Indian public opinion, so far as we Imowp is content tliat the 
whole army should remain under the control of the Govern- 
ment of India and the Commander-in-Chief. Its main de- 
mands are first, a large reduction in military expenditure, 
and, second, an increase of Indianization within lie 
existing army. The fact that tie Government of India and 
the Assembly were free to develop an army which might - he 
regarded as of inferior status and 'of less effective fighting 
capacity alongside the regular army, with such funds as 
might lie available, wmuld not evoke any degree- of 
popular enthusiasm : nor rvould it he easy to convince any 
one that this measure constituted an advance -towards the 
formation of a dominion army. It must further be re- 
membered that, in time of peace, internal security troops, 
as such, do not exist. All units of the a-nay are recruited, 
trained, and equipped up to the full standard of efficiency 
required for service in' the field. On the outbreak of war, 
units which are at the moment stationed • in certain places 
become, on mobilization, part of the field army, and proceed 
to the front. Those in certain other stations are detailed 
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for internal security purposes ; but, being fully trained, 
nlso form a valuable reserve to the troops in the field. In 
ordinary limes however e.very unit is fully trained foi* war, 
and is also available for duty in aid of the civil power on 
the outbreak of local disorders, whatever its duties may be 
in the event of mobilization. Battalions trained for internal 
security purjjoses alone would not have sufficient occupation 
to justify their maintenance as regular forces. 

168. Another suggestion — ^Provincial battalions. — We 
have considered also an alternative suggestion that a certain 
number of units, over and above those set apart under the 
existing scheme for Indianization within the army, sliould 
be handed over to provincial Grovernments to be maintained 
by them as provincial battalions. These battalions would 
normally be employed by the provincial Grovernments on 
duties connected vdili law and order, for the preservation of 
vhich thej!- are, under the Commission’s proposals, to become 
primarily resiDonsible. They might also develop, in the course 
of time, into units capable of taking* their place in the field 
aimy. They would in fact be raised and maintained by i)ro- 
\'ineial Governments in precisely the same way as Imperial 
rState forces are raised and maintained by the rulers of the 
larger Indian States. They would be inspected and suijer- 
vised by a central agency similar to, and possibly amalga- 
mated with, the Military Adviser-in-Ohief and his assistants. 
F or every provincial battalion so constituted, a corresponding 
unit of the regular army would be brought unde,r reduction : 
and the provincial Govermnent would receive, out of the re- 
sultant saving to army estimates, such financial coiiti'ibution 
as was required to maintain the new unit on an adequate 
footing. Provincial battalions, like the Indianizing units in 
the regular army, would be officered bj" Indians com- 
missioned through an Indian military college. It is claimed 
for the scheme that, by encouraging the develoximent 
of localized forces, it would help to broaden the 
basis of recruitment, and jDerhaps foster vdllingness . to 
undertake military service among communities who show no 
enthusiasm for it at present. Meanwhile, the Imperial army 
would not run the risk of including more experimental, and 
to that extent, ineffective units than it could carry. At the 
same time, there would be no restriction of the field of employ- 
ment for young Indian commissioned officers, many of whom 
might prefer service in provincial units of this character to 
serffice in the Imperial army. The suggestion, therefore, has 
something in its favour froin the purely military point of 
view. It is, however, open to some of the same objections as 
the proposal of the Indian Statutory Commission : nor have 
we any reason to suppose that provincial Governments or pro- 
vincial sentiment would welcome it. There is no evidence 
' fi 
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at present of a movement in any part of India for tlie estab- 
lishment of provincial military forces. - 

169. Reasons for preferring the continuance of a single 
army.— -Apart from these considerations, the creation of any 
new type of armed forces would form, in our opinion, an un- 
necessary complication. We already have regular troops 
with British officers, and regular troops in process of Indian- 
ization. We have also the territorial forces, and the 
various battalions of military police maintained hy provin- 
cial Governments. We doubt if there is room for provin- 
cialized forces in addition to all these. We would greatly 
prefer that all units hereafter selected for Indianizatlon 
should retain the status and functions of regular hgiiting 
troops : and we have little doubt that Indian senti- 
ment would support ns in this rdew. We think that the ad- 
vantages of a provincial or local connexion could be 
equally well attained by assigning certain stations as per- 
manent headquarters to some of the Indianizing units of the 
regular army. Some such arrangement would indeed be 
desirable for several reasons. The increase of the number of 
King’s commissioned officers in replacement of Viceroy’s 
commissioned officers, for instance, will necessitate the pro- 
vision of accommodation for officers on a ditferent scale from 
that provided for ordinary units : and for this reason it will 
probably become difficult, if not impossible, in future, for 
ordinarj'^ units to succeed Indianizing units on relief, and 
vice versa. We have reason to believe that provincial Gov- 
ernments, if asked or required to maintain armed forces for 
internal security duties, would prefer that those forces should 
take the existing form of military police. We accordingly 
consider tliat any advance in the Tndianization of officer ranks 
must be made within the army itself, and that units selected 
for this purpose hereaftei' must continue to he trained and 
employed in exactly the same way as those which retain their 
British officer estahlishmeuts. 

, 170. Conclusion. — ^But whatever may he the outcome of 
the Commission’s suggestion for the eventual creation of 
ii separate army, we have sufficiently indicated, in the fore- 
goiiig paragraphs, our whole-hearted concurrence in the 
polic.y which they advocate for the meanwhile. Oxir aim' is to 
proceed with measures for preparing India to undertake a 
larger share of responsibility for her ovui defence as rapidly 
ns is iJi'ucticahle : and we .shall he read 3 '' to adopt whatever 
moans may he found jno.st suitable aiid effective, for the 
. achievement of that end. ' ’ 

. . FINANCE. 

171. Considerations which affect the early transfer of 
responsibility for finance. — ^We bave referred in -a previous 
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paragraph of this despatch to the special difficulties iu the 
way of any immediate transfer of responsibility for finance, 
owing partly to the magnitude of the interests which have 
hitherto been safeguarded under the responsibility of the 
Secretary of State, and partly to the necessity for the prior 
fnlfilment of certain special conditions. We desire to examine 
in more detail the special circumstances which suyround this 
highly teclinieal but vital part of the administration.^ AVe 
shall then oft'er some suggestions as regards the direction in 
which, and the qualifications subject to which, advance in 
financial responsibility may be made. 

172. The four principal factors in the situation. — It will 
facilitate an appreciation .of the practical measures which 
are required if the principal factors in the situation are 
analysed and considered separately, though they necessarily 
to some extent overlap. These factors may -be stated as 
follows : — 

(a) The great financial significance of the purposes 
in regard to which Parliament cannot divest 
• itseK of all responsibility. i 

(fo) The foundations of India’s credit and its signi- 
ficance to the country. 

' , (c) The unusual responsibilities which the Govern- 
ment now carries in relation to the currency. 
(d) The particular financial and economic conditions 
which exist to-day. 

173. The financial significance of the responsibilities of 
Parliament. — The special responsibilities of Parliament in 
the financial sphere may be classified under three main 
heads. First, if Parliament remains, as it must, responsible 
for defence, it must be able, to ensure that the funds to meet 
the cost of defence are available. Second, Parliament having 
been hitherto responsible for the general good government 
of India could not relinquish this responsibility 'without 
cnsuri]ig that the debts incurred during its period of respon- 
sibility are honoured. In this connection we may recall the 
assurance given by t3ie Secretary of State to the holders of 
Indian loans in England in Sir Arthur HirtzePs published 
letter of January 27, 1930. Third, Parliament must remain 
j'esiionsible for the pay and pensions, family pensions and 
provident funds of all officials recruited by the Secretary of 
Slate. It may be argued that it w^ould be a sufficient *dis- 
chai'ge of the responsibility of Parliament, if it were provided 
as jDart of the new constitution, that the sums required to 
make the payments due under the above three main headings 
should be a statutory first charge on a consolidated fimd, 
pa 3 mble independent of anj” vote by the Indian legislature. 

ii2 
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But {^a), a first charge on revenue is of no value unless 
the necessary taxes are le\i.ed to produce 
sufhcient revenue, and 

in this case the total of the charg’es including 
only cost of the armj'^, interest on loans and 
pensions amounts to about 80 per cent, of the 
net revenue of the central 'Government. Wlien 
a “ first charge ” absorbs all but a narrow 
margin of the total revenue, the security implied 
by the nomenclature disappears. In such a 
case, the authority responsible for seeing that 
these payments are made has an mtimate con- 
cern in the whole financial administration of the 
country. 


'We do not go so far as to suggest that this circumstance 
must constitute a permanent obstacle to any transfer of 
financial responsibility. But Parliament may not unreason- 
ably demand some signal guarantee for the future, before 
surrendering the security provided bj’’ its direct constitutional 
power to control proposals for taxation and expenditure 
through a minister responsible to itself. 


174. Credit of India. — The maintenance of India’s credit 
is a factor of overriding imijortance, and Having regard to 
the special circumstances in which India has been governed 
in the past, the outstanding consideration is that, in the 
absence of special safeguards and preparation, the removal 
of the authority and responsibility of the Becretary of State 
would represent a fundamental change, which might be 
expected to give a very severe shock to India’s credit. How- 
ever unfair we may feel to he any implied distrust of what is 
to be expected in the way of financial policy from a responsi- 
ble Indian Government, it is none the less real, and we 
have to^ face realities. We cannot ignore the fact that the 
foundations on wliich the "financial stability of India depend 
are_ of a very special nature ; first, o^ving to the extent to 
winch up to this point India has relied on external resources 
tor the building* up of her existing economic structure : 
second, because of the great part which reliance on the 
^edit of ttie Secretar 3 ’- of State and the responsibility’- of 

maintenance of that structure, 
peculiar features in India’s position have arisen mainlv 
historical connection between the United Kingdom 
in both in civil administration and in defence, and 

tte capital raised in the United Kingdom for 

worJrQ railways, and canals, and other public 

naia has in consequence built up very large sterling 



149 

commitments in the form of loans, pensions, and similar 
obligations. 

Moreover, India’s credit for the purpose with which we 
are concerned means something more than the credit of the 
Government of India as a borrower. Vast amounts of 
private capital have been invested in the development of 
the country and its industries, and it can hardly be disputed 
that a large part of this investment has been made in 
reliance on the prevailing system of administration, 
especially hnancial administration, of the country. A 
sudden and fundamental change, creating uncertainty and 
doubt as to future policy, would inevitably result in a with- 
drawal of a large part of the capital already invested, and 
stoiD the free supply of further capital which the proper 
development of the country urgently needs. Even the 
fear of. such a change would be sufficient to produce these 
results, as ^the experience of recent months has shown. It 
must also be realized that the withdrawal of existing 
capital and the restriction of fresh supplies would not merely 
concern British capital. There are many Indian investors 
who might seek to invest their capital abroad if they lost 
confidence in Indian administration, and of this danger also 
there has been emdence during the last few months. The 
effect on movements of u-apital to which we have referred 
might Avell be felt 0]i a scale which would mean financial 
and economic disaster. 

Wliatever may be thought from the Indian point of 
view about the desirability of this state of affairs, in which 
India relies so much on external credit and external services, 
it is a vital element in the problem, Avhich must be faced with 
all its consequences, the chief of which is that the means of 
livelihood and the welfare of a vast portion of the Indian 
peox)ie depend at present on these foundations. If the 
foundations were withdrawn without an adequate and careful 
jDeriod of replacement, the whole Indian economic life as it 
exists to-day might collapse. 

We do not suggest that the factors just mentioned 
would not be fully appreciated by a popular Finance Minis- 
ter in India, and indeed we think that their very exist- 
ence should afford the strongest reasons for his pursuit of 
a sound financial policy But change is always unsettling, 
and our purpose rather is to emphasize the need for estab- 
lishing confidence before such a change is made. 

175. The Government ,of India’s responsibilities in rela- 
tion to currency. — The third factor to be considered is the un- 
usual responsibility which the Government now carries in 
relation to currency. It is, of course, a Avell Imown feature of 
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the sitnation in India that the responsibility for supporting 
exchange, and therefore assuring that adequate remittance 
can be made to meet all foreig-n exchange requirements, 
public and private, has .in practice been undertaken by the 
Government and has recently been made a statutorj’’ obliga- 
tion. It has long been felt that this is, on grounds of 
principle, undesirable and that the right course must be for 
India to follow the practice of. other countries, by providing 
that the control of both currency and credit should be 
united in the hands of a central bank acting independently 
of Government. The underlying idea in all countries is 
that the currency authority should be free to conduct its 
policy in accordance with the dictates of sound finance 
detached from all political influence. The official character 
of the Government in India has hitherto been a distinguishing 
factor, and it is obvious that the reasons for introducing 
the practice of other countries into India would be enormously 
reinforced, if the finance portfolio wex’e to pass into the 
hand of a minister relying for Ms position on the support 
ot a political party. We wish therefore to state in un- 
ambiguous terms that the formation of a reserve bank on 
sound lines must in our view be a condition precedent 
to any transfer of financial responsibility from the agents of 
Pai’liament to a minister answerable to the Indian legisla- 
ture. 

It must, however, be admitted that the present is an 
exceptionally unfavourable time for an attempt to establish a 
reserve bank. During the present period of falling prices the 
eurreney authority of a country like India, which relies mainly 
on agricultural exports, must be forced, in order to fulfil 
its duly for maintenance of exchange (whatever the statutory 
ratio may be), to follow a course iuvolviug the removal of re- 
dundant currency from the market. The hank would have to 
relj" on the tise of its sterling resources or on sterling borrow- 
ing, in wliich respect its position would he far weaker than 
that which the Government has held hitherto with the credit 
of the Secretaiu’- of State behind it. But more imxxortant 
still, as has already been pointed out, any sudden change in 
the _ administration, or fears as to the future constitutional 
position, may_ start a tendency for capital to leave India, and 
so long as this is going on the balance of remittance may be 
msufficient, ^vitli a consequent increase in the strain on the 
hank’s reserves or on its capacity to borrow. Lastly, a 
special difficxilty is created by the fact that in an5^ case a spo- 
cial stroug'thening of reserves is necessary, for the present 
gold and sterling reseiwes held for currency purposes by the 

he regarded as sufficient for the secure 
orlang oi the reserve bank even in normal times. As 
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indicated iai tlie report of the last Currency Commission, these 
reserves vdll require to he built up gTadually, and it. is diffi- 
cult to see how, in all the circumstances, this can be done with- 
out further external borrowing on a large scale. 

, The combination of circumstances, to which we have 
referred, means that the inauguration of a reserve bank to 
relievo the Government of its functions in regard to currency 
and exchange is a matter, which demands careful prepara- 
tion end a combined effort by the Government and the people 
of the country. It cannot be regarded as a condition easy of 
fulfiimenl or lightly left to an uncertain future. At the same 
time, we must make it absolutely clear that it ought to be 
definitely a part of out programme, and that it should be 
undertaken at the earliest possible moment. 

We wish here to emphasize one further consideration, viz., 
that it will be necessary that the constitution of the bank 
should contain safeguards for its future control against the 
danger of political interference. We should hope that it 
Avould be possible to convince Indian opinion of the desir- 
ability that such a bank should work in close co-operation 
with, and on lines aioproved by, the Bank of Jllngland. This 
idea could be supported bj'’ the general consideration of the 
importance of co-operation between the central banks of the 
world, and especially within the hjmjDire ; while the action 
just now being taken by the Bank of Jllngland in giving 
counsel in a period of great difficulty to Australia may help 
to convince Indian opinion of its value. Whatever tlie future' 
for India, may be, she must alwaj'^s be greatly dependent upon 
her standing in the London money market, and nothing could 
be of greater service in this direction than a close co-operation 
between a central bank for India and the Bank of England. 

17(). Special difficulties inherent in the present hnancial 
and economic position. — ^Finally, we come to the present spe- 
cial difficulties inherent in India’s financial position and in 
world economic conditions. These are so well kno^\m as to 
require no detailed explanation. The difficulties fall mainly 
nncler three headings. First, the general economic diffi- 
culties from which all countries which 3'ely mainly on agri- 
cultural exports are suffering at the present time. Second, 
the serious after-effects on public and private finance which 
ma^’" he expected to result from the present political dis- 
turbance and the programme of. those who have organized 
the civil disobedience campaign, effects whicli, even if that 
campaign were immediately terminated, must he felt in the 
country for a long time to come. Third, the obligation for 
redemption of existing loans of the Government of India 
which will ho particularlj'- heavj' over the next three years, 
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depeiidoiit on action to be taken on the Indian side, for we 
consider it essential that Indians should realize that they also 
have a definite task to fulfil, and that it is for them to dispel 
the misunderstanding and mistrust that have been created. 
We do not overlook the difficulties in the way of defining 
precisely how this is to be achieved, but we are of the opinion 
that, miless His Majesty’s Government state clearly what is 
reqiiircd, and Indians are given a fair chance of making a 
response, with assistance given generously from the British 
side, we cannot expect Indian opinion to accept the difficulties 
of transfer as an excuse for its indefinite postponomentr 

There is one subsidiary matter to which we might refer 
before leaving this subject. If we look forward to a jicriod 
when the finance portfolio may be held by a respon- 
sible minister, in distinction from the system which has pre- 
vailed tiitherto of filling this j)OSt with a specially selected 
financial expert, one consequence may be to throw a greater 
bio’den on the permanent staff of the Finance Department. 
An elected minister, even if he is himself expeiuenced in 
finance, v.'ill liave to devote more of his time to political acti- 
vities and to rely more on his permanent officials as regards 
depai'lnienial work, and we must emphasize the need for 
greater continuity, than has* under the present practice pre- 
vailed, in the personnel of the highest posts of the depart- 
ment. The recruiting of suitable officers, and a provision 
for their training, will become of greater importance ; while 
it must be icmembered that the special training ground which 
i.s now available in the currencj^" department of the Govern- 
ment will no longer exist after the inauguration of a reserve 
bank. This may ajjpear to be an administrative rather than 
a constitutional point, but we attach great importance to it. 

180. Safeguards after responsibility is transferred.— It 
will bo t'lcai' Prom the uatiire of ibe present responsibilities of 
Parliament, ns envisaged in preceding paragraphs, that Par- 
liament, so long as certain obligations inherent in the posi- 
tion created by past history remain, conld not escape the 
ultimate ]-osponsibility iu many imiDortant respects, a3id for 
this purpose it Avould be noces.sary to preserve certain .safe- 
guai-ds, even after the primary responsibility for financial 
a dminist ration had been transferred to a minister responsible 
to the ludia^i legislature. The nature and extent of those 
must to some extent depend on the measure in which the 
general coiTditions precedent had been fulfilled. It is not 
j’.eccssary for our immediate purpose to examine them in 
detail. They wonld include : — 

(c) ITic creatinu of consolidated fund charges to cover 
such i^ems as interest 03i debt, railway annuities. 



' pay, pensions, family pensions, and provident 

fund- payments for civil ofi&cers appointed by 
the Secretary of State, and army officers, and 
[■ expenditure on defence, c 

(&) Some powers of supervision and control to be vested 
in the Governor General for the purpose of main- 
taining financial stability, 

(c) Provision For resumption of control by the Secretary 
of State in the ejvent of a , threatened financial 
breakdovm or an actual default under (a). 

The provisions under (6) and (c) imply an adequate supply 
at ail times of information to the representatives oC His 
Majesty’s Government. 

We haA’e stated these provisions in very g’eneral terms, 
for in the nature of the case it is difficult to be more precise, 
particularly as regards provision (&). Much would depend 
on the manner in which such a ]power was exercised. It 
wouJd be a negation of the whole object of the constitutional 
arrangement which we are considering if interference was 
cai'ried to the point of "destroying the minister’s responsi- 
bility. There might, however, be occasions of financial 
danger, short of an actual default, when a power to hold up 
rather than to veto inadvisable action might be of value and 
give, the popidar representatives a chance to reconsider the 
position and folloAV Aviser counsels. It is probable that, if 
and when this stage Avas reached, the GoA^'ernor General might 
uaefullv be assisted bv a financial adviser. An adA’isoj-, if he 
had the right personality and experience, might perform an 
important role and establish relations Avith the finance minis- 
ter which Avoulcl be of assistance to the latter. Subject to the 
safeguards Avhich aa^c have indicated above, Ave should sup- 
pose that at this stage the finance minister would liaA^e become 
responsible to the legislature, and that the supeivision, direc- 
tion and control Avonld huA^e passed to the Governor General, 
acting on behalf of His Majesty’s Government under the 
superintendence of the Secretary of State. We should fur- 
ther suppose that by that time the advisory committee of the 
London branch of the reserve bank would have been consti- 
tuted. This committee would be available to gh^e advice 
either to the finance minister or to the Governor General Avith 
his financial adviser. The future eA^-olution of these arrange- 
ments Avould necessarily have to depend on practical ex- 
]Dcrience. We should, on the assumj^tion that all Avent Avell, 
look foi’Avard to a gradual development through decreasing use 
of the special poAvers of the Governor General. 
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181. Relations with the' Secretary of State. — Ooncnrrent- 
with tlie action which we have described in i^aragraph 179 
by wa3' of preparation for the later transfer of financial 
re-sponsibility, we recommend some modification in the rela- 
tions between the Go‘\’'ernment of India and the Secretary of 
State. In a subsequent jiortion of this despatch we shall con- 
sider the general constitutional aspect of this question^ 
and it is sufficient to say here that in our ^dew the Secretary 
of State should in future exercise only a power of superin- 
tendence, direction and control, remaining the first executive 
authority in such matters only as might be definitely removed 
from the exercise of the authority of the Government of 
India. It is first necessary to ask whether there are any such 
matters in the field of finance. 

(a) Sterling horrowwg . — take first the question of 
sterling borrowing-. In the report'^ of the Indian Staiaitory 
Oonnnission reference is made to a suggestion that the High 
Commissioner, instead of the Secretai-y of State in Council, 
should undertake the task of floating sterling loans for Gov- 
ernments in India, and should be assisted in its performance 
by a small committee of experts. The main reason 
given is that the control of currency in India, and the raising 
of loans in India rests, in practice, with the Government of 
India. Tljis statement does not accurately represent the 
facts. The amount of loans raised in India, and the terms 
on which they are raised, are subject to the approval of the 
Secretary of State, while the Secretary of State’s control in 
currency affairs is not by any means confined to broad ques- 
tions of policy. Moreover, the Secretary of State manages 
snch matters as the ways and means operations in London, 
the ins’-estments of the Home treasury balances, and the sale 
and purchase of silver. 

When the reserve bank scheme was under discxission 
in 1927, it was contemplated that the banlc should undertake 
all the remittance operations of the Government of India, 
and would supply the Secretary of State with sterling funds 
agaiiist corresponding debits in rupees in India. If the same 
line is followed when a reserve bank is created, jji'actically 
all the control of the Secretary of State over 
the details of the currency and ways and means operations 
will automatically cease, and it might then be desirable to 
relieve him of the function of floating loans for the Govern- 
ment of India. The reserve bank manager in London might 
have an advisory committee to assist him, and the High 


* Volume II, para. 311. 


•Commie si oner in coiisullation tlie manager of the re- 

serve bank and his advisoiy committee, could suitably ujider- 
take the management of the Government of India’s sterling 
borro^vings. But until the reserve bank is created we con- 
sider that, from the administrative point of view, it would 
only make for inconvenience and delay to transfer these func- 
. tions to the High Commissioner, and there would in addition 
be the possibility of di:fference of opinion and friction between 
the advisers of the High Commissioner and the Seeretaiy of 
State, who would still retain his powers of superintendence, 
direction and control. 

Our view, therefore, is that the question of transferring 
the function of borrowing in London from the Secretary of 
State to -the High Commissioner should in any case be post- 
poned until a reserve banl^ is created. Moreover, and this 
is a governing consideration, the effect of such a transfer of 
tlie borrowing function on the standing of Indian loans in 
London would need to be carefully considered. Many techni- 
cal points of substantial importance, such as the effect on the 
2 josition of the Government of India sterling securities as 
“ trustee securities ”, require careful examination when any 
change is considered, and on them we shall address yoii 
separately. For the present the function of borrowing in 
London, or more correctly outside India, together mtli the 
control of ways and means operations in London, and the 
investment of the Home treasury balances, can Avell remain 

in their present form with the Secretary of State. 

« 

The control over the gold standard reserve is another 
matter which may be held to fall -within the same category, 
though here again the creation of a reserve bank and the 
amalgamaiion of the reserves would alter the situation. The 
recommendations made in this sub-paragraph are intended to 
be read in the light of the general observations made in sub- 
paragraph (e). 

(&) General financial administration . — ^We would suggest 
that in all other matters the powers of the Secretary of State 
should be those of superintendence, direction and control. 
The control of the Secretary of State over finance is at pre- 
sent of two lands. The general control, which has as its object 
the maintenance of financial stability and the observance of 
canons of sound finance, cannot be defined by rule, and in- 
cludes general control over such matters as the budget and 
taxation, currency, exchange, remittances and borrowing. In 
this latter sphere we contemplate that the control will more 
and more be confined to broad questions of policy, and that 
interference in details of administration \^1 be avoided. 
More exact definition is hardly possible, but we recommend 
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in a later portion of this despatch that the Secretary of State’s- 
controlling power should he specified in the same terms in 
■ss'hich Parliament may see fit to define the purposes which it 
must continue to be concerned to secure in India. 

(c) Other matters for control. — There are other matters 
in 'which control can be defined by rule, as at present in the- 
central audit resolution. Here the Secretary of State will, 
require to retain such control as is necessary to safeguard, 
his responsibility for members of the services appointed by“ 
him, and rule 1 of the appendix to the central audit resolu- 
tion will in substance have to be retained. Rules 2 and .3 which- 
impose restrictions upon the Government of India’s powers- 
lo create permanent and temporary posts have already been 
greatly relaxed by rule 10 of the new Classification Rules,, 
but these restrictions might now, in our opinion, dis- 
appear. Similarly the grant of unusual pensions (rule 4) 
should be left to the discretion of the Government of India. 
Rules 5 to 7 deal mth expenditure on military woilcs and 
stores. We doubt whether these special restrictions by rule- 
are necessary in addition to the general power of superin- 
tendence, direction and^ control. Rule 8 (a) and (h) deals 
•with minor matters which might be left to the Government 
of India. Rule 8 (c) deals with the Governor General’s 
amenities, staff, household and con'tract allowances, etc> 
There may be some advantage in reser'ving the control in 
these Iasi mentioned matters for an outside authority, but 
apart from this possible exception and the retention' of rule 1 
relating to the sei’vices, all the restrictionsjin the central audit 
resolution might be removed. 

(d) Secretary of State’s Council. — ^We deal elsewhere 
with the constitutional position of the Secretary of State’s 
Council and will merely add here that we regard it as im- 
portant, not that there should be financial control by the 
Council — ^indeed we are recommending the abolition of the 
financial veto by the Council — but that the Seci’etar>- of 
State should have at his disposal the best financial advice 
available in the Cit 5 ^ This is a subject which requiies 
further discussion, but we need say no more for our present 
purpose. 

(e) General spirit of relations with the Secretary of 
State. — We may perhaps -with advantage sum uid our views 
as to what henceforth should become' the relations between 
the Secretary of State and the Government of India in finan- 
cial matters. 

We consider that, whatever the immediate constitutional 
cianges may be, a stage has been reached now when the- 
mam direction of financial policy must definitely be regarded; 
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as resting with the Government of India, and that the fnnc- 
tion of the Secretary of State should he regarded as that 
of giving counsel and support in financial matters to the Gov- 
ermnent of India rather than that of exercising detailed con- 
trol. Indian opinion is very closely interested in the conduct 
of Indian financial affairs in London, and particularly in the 
sterling bori'owing policy together with the methods of float- 
ing loans. Subject always to the observance of principles of 
sound finance, it is desirable that the financial i^olicy shcmld be 
conducted in a spirit responsive to Indian opinion, and we 
should go so far as to recommend this, even if on occasion 
some slight sacrifice may have to be incurred. No system 
can work successfully if Indian opinion is strongly opposed 
to the policy of Govermnent, and comparatively minor matters 
often lead to a disproportionate amount of political liostility ; 
while the cumulatn''e effect of a number of minor irritants 
may sometimes provoke political opposition of real import- 
ance. If the Secrctai\y of State can support India’s credit 
in London, can make available to the Government of India 
the best advice from the city of London, can from his records 
su])ply an element of continuity and knowledge of past history 
as an aid in assessing the problems of to-day, and can, by 
counsel given in a detached atmosphere, supply at times a 
balance to views perhaps unduly influenced by local factors, 
then his co-operation can be of the greatest ijossible value to- 
India, and the relation thus interpreted might even with ad- 
vantage continue when the finance portfolio came to be 
actually held by a minister responsible to the Indian legisla- 
ture. Bui the sifccess of such a relation depends on the 
realiijatioii of its limitations, and any attempt to control the 
details of India’s financial policy from London must be re- 
garded as an anachronism. 

COMklERCE. 

182. The demand for liberty to control economic policy. — 
Fo]‘ a number of years past there has been an insistent 
demand from Lidians of all shades of political thought that 
the economic policy of the country should be shaped on 
national lines, that in particular industrial development 
should be actively pursued, and that the control should be 
placed in Indian hands. Even under the present constitu- 
tion an attempt has been made to meet this demand by means 
of the fiscal autonomy convention, according to which the 
superintendence, direction and control of the Secretary of 
State are held in susiDense, when the Government of liidia 
and the legislature are in agreement on any question of 
fiscal policy. If the attempt is to be made to give to Indians 
a larger share in moulding the policy of the central Gov- 
ernment, there can be no question that in the economic 
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sphere the demand for a further advance iw Iceeu, and 
unless in this region some transfer of power proves feasible, 
it will not be possible to satisfy Indian asphalioiis. The 
question to what extent power can be transferred, tiierefore, 
is of g-reat significance and must be fully considered. We 
have no desire to magnify obstacles, which it may be possible 
to remove, into insuperable barriers, but there are real diffi- 
culties to be overcome which cannot be ignored or brushed 
aside. Most of the subjects which require mention are under 
the administration of the Commerce Department, but wc shall 
refer also to cognate subjects, which are at present controlled 
by other departments of Government. 

183. The customs tariff. — The most powerful instrument 
which a Goveraiment desirous of pursuing an active progranjme 
of induvstrial doveIop 2 neul can emploj’' is the customs tariff. 
But the tariff has a dual aspect, for while tariff policy exer- 
cises a decisive influence on the economic and industrial life 
of the country, the Goveinmeui of India must look to the 
tariff as the principal source of their revenues. Revenue 
considerations, therefore, must play a large part in shaping 
fariff policy. Again, taiuff policy may liave international 
reactions, or may raise questions between India and other 
parts of the Empire, and Parliament mxist necessarily retain 
control in the sphere of external relations. For the pre- 
sent, therefore, two limitations on India’s complete control 
of the tariff are inemtable. Of these, the financial limita- 
tion is inherent in the facts, and a finance minister respon- 
sible to the Indian legislature, no less tha,n an official finance 
member, would necessarily regard tbo tariff from a point 
of view by no means identical with that of the member or 
ininistei* in charge of the commerce portfolio whose primary 
interest is the effect of customs duties rather than revenue. 
But even during the period within which, for the reasons 
adduced in iraragraph 178, the control of the Finance De- 
partment might remain in official hands, the financial con- 
siderations need not prevent substantial progress in the 
■direction which Indian opinion favours. The second limita- 
tion is not lilcely to involve constant interference, but is con- 
sistent with the grant of considerable latitude to the Govern- 
ment of India and its representatives, when commercial 
negotiations have to be undertaken either with foreign coun- 
tries or -with other parts of the British Commonwealth. So 
far as Great Britain itself is concerned, control might reason- 
ably be exercised to secure for British goods most favoured 
nation tariff treatment, but it would be for the Indian Gov- 
ernment and legislature of the future to decide all questions 
of preferential rates of duty. Other countries within the 
Empire do not necessaril 5 ^ extend most favoured nation treat- 
ment to Indian goods, and subject only to the general super- 



, -vision' of tlie. Secretary of State, the authorities in India 
should be free to deal with each case as it arose. Apart from 
the two limitations we have mentioned in the spheres of 
finance and external relations, we contemplate 'that there 
should be no outside interference mth India’s management 
of her customs tariff, and we believe that a wide field wiU 
be opened uxd vithin which Indian members of the Govern- 
ment Avill be able to give effect to India’s desires. 

184. Discrimination against British business. — ^We have 
referred in an earlier paragraxah to the necessity of devising 
effective guarantees, which would secure British firms 
and companies doing business in India against un- 
fair discrimination. The ajjprehensions felt ,by the 
British business commimity arise chiefly in connec- 
tion with the laws relating to joint stock companies 
generally, and to insurance and banking companies in parti- 
cular, the laws relating to merchant shipping and inland navi- 
gation, the policy which might be pursued in the development 
of indust ries Ijy means of bounties or direct State assist- 
ance of other kinds, the position of public utility companies, 
such as railways, tramways and electric supply companies 
operating under licence or under contract with the Secretary 
of State, and of the holders of mining leases granted by 
Government, and the security of those engaged in profes- 
sions and callings for which special qualifications are re- 
quired, such as those of doctors, chartered accountants and 
lawyers. The field covered is a wide one, and includes many 
subjects of first class importance to India’s economic future. 
We believe that if once agreement could be reached as to the 
position of British enterprise in India, and if bj’- that means 
the apprehensions of the European business community could 
be removed, there is no reason why the control of policy 
should not jDass into Indian hands, and in that case the occa- 
sions for interference by the representatives of Parliament 
would be very' infrequent. The problem is to devise means 
by which India’s reasonable aspirations can be satisfied -with- 
out injustice to those British trading interests which have 
contributed much to India’s past history, and which, we 
believe, have' a -suluable joart to play in India’s future. The 
question is both important and difficult, for while we cannot 
but sympathize Avith the earnest desire of Indians to see thbir 
countrymen taking an ' increasing share in the commercial 
and industrial life of the country, we must also take account 
of the anxiety -with which European business men regard the 
future after the transfer of power has taken place, and in so 
far as tliis anxiety may seem to be -well founded, we are con- 
cerned td jDrovide safeguards against injustice. We_ co-uld 
not in the space at our disposal attempt to discuss in any 
great detail the various subjects which would require consi- 
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deration before any settlement could be reached, nor indeed 
is it necessary to do so for our present purpose. But it may 
be useful under the various heads we attempt to indicate 
the apprehensions which are felt and the reasons underlying 
them. 

185. Qualifications for the practice of certain callings. — 
Some of the subjects to which wo have referred can be dis- 
missed briefly. The qualifications required for the practice 
of certain professions or callings may be mentioned first. 
A chartered accountant, for example, may be qualified under 
the existing law to practise his profession in India i-n virtue 
of the British qualification which he possesses. It should 
certainly be open to the legislature to prescribe what quali- 
fications would be necessary for ihe future, and to require 
that these quahflcations should be the same for all candi- 
dates of any nationality, but apprehensions are undoubtedly 
felt that the legjislation might take a form, which would 
deprive those qualified under the existing law of the prhdleges 
which they enjoy. We do not thinlc that on this point there 
wiU be any serious controversy, but legislation of the kind 
apprehended would obviously be unjust. 

186. Public utility undertakings. — Next in order it may 
be convenient to take public utility undertakings, operating 
under licences from Government or under contracts with the 
Secretary of State, and the companies or firms holding mining 
leases from Government. Ordinarily both the licences and 
the contracts give an option to Government to decide, at 
fixed periods, whether the concession should be terminated, 
and lay down the terms upon which, if the option is exercised, 
the property of the company must be acquired. Similarly, 
mining leases are gTanted for fixed periods, at the end of 
which they terminate, if not renewed. Save in so far as 
financial considerations may have an important bearing on 
the decision -whether to terminate a concession or not^ we 
see no reason for the exercise of any special powers of control 
by the agents of Parliament, when the termination of a con- 
cession at the appointed date is in question. But apprehen- 
sions are in fact felt by the non-Indian companies, who have 
received these concessions, that either the powers (other 
than the power of termination) reserved to Government under 
the licence or contract may be exercised to their detriment, 
or that by legislation a concession may be terminated before 
its due date, or alternatively that the terms of a concession 
may lie modified during its currency to the detriment of the 
company. We entertain no doubt that power should be re- 
served to secure just and equitable treatment in this respect 
tor films and companies concerned, if the occasion fidr its 
exercise should evmr arise. 
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187. Ordinary British commercial undertakings. — The 
cases considered in the last two paragraphs are compara- 
tively simple. When, however, we turn to consider the posi- 
tion of the British companies which enter into competitive 
business in India, competing on equal terms with Indian en- 
terprise, the case is different and requires fuller considera- 
tion. Such companies may be engaged in general trade, or 
industrial production, or may undertake more specialized 
business such as banking or insurance. So far as the com- 
panies engaged in industrial production are concerned, ap- 
prehension has been aroused by the frequently expressed 
demand for direct Indianization, to be secured by the im- 
position of conditions as to the number of Indian directors, 
and the facilities to be afforded for the training of Indian 
apprentices, or, in the case of new companies, by requiring 
that a proportion of the shares, su£6.cient to establish Indian 
control, should be definitely reserved to Indian investors. 
Sometimes it has been suggested that these conditions should 
be enforced only when the company is engaged in a protected 
industry, or when it is in receipt of bounties (or other direct 
assistance) granted b^^ the State in order to encourage the 
development of industries, and sometimes that they should 
be imposed upon all companies as a condition of engaging 
in a particular manufacture or trade. The proposals made 
as regards insurance and banldng companies have been some- 
what different. Direct Indianization has not been much in 
evidence, and the line talmn has been to advocate schemes 
under which non-Indian companies would be allowed to 
operate in India only under licence, or subject to special 
restriction and conditions. Some of the proposals made may 
be. regarded as fair subjects for discussion on their merits, 
provided that all^ companies, whether Indian or non-Indian, 
are to be treated alike, bul some advocates of proiDosals of this 
kind have not attempted to conceal the fact that one of the 
objects, which they had in view, was to promote the growth 
of Indian companies at the ex'pense of British companies, and 
fo.r tliis purpose to impose restrictions on non-Indian com- 
panies, which would not be applicable to Indian companies. 
Other examples might be given, but we shall mention only 
two. In Bengal there have been many expressions of feeling 
against the British companies which operate the inland steam- 
ship services. We are not concerned here with the merits of 
the complaints made, but the attitude of those who have been 
prominent in the agitation makes it clear that their nlthnate 
objective is the transfer of the inland steamship services to 
Indian hands, and that, in their ^dew, the powers of Govern- 
ment and of the legislature ought to be freely used to achieve 
that result. Finally, we may refer in a sentence to the agita- 
tion on the subject of the reservation of the Indian coastal 
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traffic to vessels owned and managed by Indians. The object, 
sought to be attained is the development of an Indian 
mercantile marine, but the method 'proposed to be adopted is 
the exclusion from the trade of all non-Indian companies. 

188. Indian feeling that existence of British enterprises 
blocks advance. — We have said enough perhaps to make i1 
clear that the apprehensions of the European business com- 
munity are not without substantial foundation. During the- 
last ten years, in one branch of commerce and industry after 
another, the evidence has been unmistakable that_ important 
sections of Indian opinion desire to secure the rapid develop- 
ment of Indian enterprises, at the expense of what British 
firms have laboriously built up over a long series of years. 
There is nothing surprising in the fact that national 
consciousness should thus have found expression. Indians 
who desire to see the groAvth of Indian banking, Indian 
insuj'ance, Indian merchant shipping, or Indian industries 
find tbeinselves faced by the long-established British con- 
cerns Avboso experience and accumulated resources render 
them formidable competitors. In these circumstances, it may 
seem to them that the ground is already occupied and that 
there can be no room for the growth of Indian commerce and 
industry until the British firms which are already in the 
field can be cleared out of the way. But, however natural 
such feelings may he, they might lead, if allowed free scope, 
to serious injustice, and partly as a consequence of this 
and partly for other reasons they are fraught with grave 
danger to the political and economic future of India. We 
feel real apprehension as to the consequences which may 
ensue, if Ibe present attitude of mutual suspicion and embit- 
terment is allowed to continue and to grow worse. For this 
reason y.m regard it as of high importance that the attempt 
.should be made now to arrive at a settlement which both 
parties can honourably accept. So long as the power to 
direct policy in_ the_ economic sphere rests with the agents 
of Parliament, it will be impossible, we fear, to combat ihe 
.‘suspicion, however unjust, that the interests of British trade 
weigli more with the G-overnment than the interests of India. 
In itself we regard this as a cogent reason why commercial 
subjects siiould in future he administered in accordance with 
the- Views of the legislature. But eqxially, if the transfer of 
power were to take place before means had been found to 
allay tlie reasonable misgivings of British business men, the 
consequences must he grave. In the last resort no doubt 
overriding powers would have to be reserved to the agents 
ot I arJiamont to interfere in order to prevent injustice and 
1o secure fair- treatment. But if, as we fear in' default of 
sgroement might be tbe case, occasions for interference were 
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frequent, the friction generated would be intense and the 
hormonions working of the administration seriously preju- 
'diced. 

189. Necessity of doing justice to both British and Indian 
3)oints of "View. — If agreement is ever to be reached; full 
.justice must be done both to the British and the Indian 
points of view. The differences which have disclosed them- 
selves rcdate not to aims but to methods. We do not believe 
*that the Britisli community in India have any lack of S 3 rm- 
pathy for Indian ambitions, or any desire to retard the deve- 
lopment of Indian industrj^ and commerce. But what has 
aroused their fears is the tendency displayed in certain 
quarters to advocate measures designed to secure the rapid 
development of Indian enterprises at the expense of the 
British concerns already established in the country. Pro- 
posals such as we have described in paragraph 187 cannot 
but convey the impression to the British business community 
that, if commercial policy came to be administered i.n respon- 
sibility tp the Indian legislature, they would have no security 
■of equal treatment, that they would be left to carry oji their 
business only on sufferance, and that indeed they might ex- 
pect to be treated in all respects as foreigners. Such a 
position they may well feel, apart from any question of jus- 
tice, is consistent neither with the part which the community 
has played in the development of the country, nor with the 
intimate lelations which must continue to exist between 
'Groat Britain and India. But if once they could be assured 
that an 'Indian Government would treat them not as aliens 
but as citizens, we do not doubt that they would play a 
W’orthj^ part in the commercial life of the country, and that as 
time went on their co-operation in furthering the attainment 
of the objects which India desires would be forthcoming ij. 
increasing measure. 

Prom the Indian side, the objection may he raised 
that, if the hitcrests of British concerns are to be fidly safe- 
guarded, no room is left for the development of Indian com- 
’meree and industry. Wbevo feelings of tbis sort are in fact 
enlerlained, we think they are largely due to a misconcoptioji. 
Por one thing thej'- do much less than jnstice to the develop- 
ments which have already taken place, particularly, to give only 
-one instance, in the cotton mill industry. Again, if the control 
of the tariff is placed in the hands of the Indian legislature, 
it -will control the most powerful instrument - which can be 
used to promote industrial development. With certain ex- 
ceptions, the principal British firms established in the country 
are for tbe most part engaged in enterprises, such as the 
jute mills and the tea gardens, which are vot likely to come 
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•witliiii t}ie scope of any protective policy, and Indian com- 
panies could liope to start nnliandicapped by the compoti- 
tion of established British concerns. Another point lo be 
remembered is that enterprises, at present British, may in 
the ordinarj^ course of events and omng to natural causes 
pass into Indian hands, as has already happened on more 
than one occasion. Apart from actual transfers of owner- 
ship, we do not doubt that British undertakings will in 
future find it to their advantage to go a long waj^- in the direc- 
tion of Indianization, by providing facilities for the training^ 
of I’ldians, by enlisting the support of Indiaaa caiiital to the 
largest extent practicable, and by the appointment of Indian 
directors to companies registered in Iiidiia, or by the appoint- 
mejit of local hoards containing Indians, if the company is 
registered outside India. Many’- British firms, both in India 
and in other countries, have adopted this policy in the past, 
hut they Avould no doubt feel that there is a "wide differonoo 
betweoji a process which comes about through natural causes 
and one which is artificially and ai'hitrarily imposed by’ gov- 
emmc'jilal action. Finally, there are methods by which Indian 
aspirations could be satisfied without inflicting iu.-justice. 
Thus, for example, when it is proposed that direct State 
assistance should be given for the enconrag'ement of indus- 
tvies, it would be perfectly’ open to the G-overnment to attach 
conditions as to Indianization, in the case of all firms who 
may apply’ for assistance hnt were not already engag'ed in the 
business at the time the scheme of assistance was sanctioned, 
lliis was the -recorumendation in 1925 of the External Capital 
Committee, of vliich two Members of the Government of 
India -^rere members, and both before and after the submis- 
sion Ox the Committee’s report, action in this sense has been 
taiven as, for example, in the Steel IndustiT (Protection) 
Act of 3924 h, o one, we think, could fairly clami that the dis- 
cretion of the legislature should be fettered, except to the 
extent necessary to secure justice to those firms which had 
already eslahusbed themselves in the country. As a final 
example oi what is in onr minds, we may refer again to the 
inland steamship compames. It might be considered desij-able 
on public grounds that the inland steamship services should 
be brought under public control as part of the .mnSal ' 
transport system of the country, and administered in close 
conneetiou with the railways. In such an event all fchat the 
existing companies could fairly claim would he tha lbp^ 
should not A^’lthout compensation be deprived of their^eSS^ 
mg right to operate their services and that tL ™ 

•u Desirability of agreement. — have 4 i i 

ilustration to indicate the lines on which British and IndiaJ 
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oxiiuioii might he brought tog*ether, but it is not possible at 
this stage to go further. In our view, the, matter is one which 
requires full and frank discussion between those principally 
concerned, and we have no doubt it will receive close atten- 
tion at the Round Table Conference. There are of course 
many points which would require consideration in detail, 
and it maj’- not be possible for the Conference to examine 
them fully, but if the prospects of agreement seemed good, 
they might suitably form the subject of further discussion 
either in India or in England. The essential pre-requisite 
of a satisfacto:^’' agreement seems to us to be the frank re- 
cognition on either side of what the other can reasonably 
claim. The British business community has played an im- 
portant part in the history of the country, it controls commer- 
cial enterprises of the greatest magnitude, its elected i-epre- 
sentatives sit, and will no doubt continue to sit, in the legisla- 
tures, it can still make valuable contributions to the welfare and 
prosperity of India, and its members may rightly expect that 
they should not be treated as foreigners. We have already 
referred to the intimate connection which must oontiimo to 
exist between Croat Britain and India, and it seems to us 
to follow that, subject always to India’s right to receive reci- 
procal ti'oatment, citizens of any part of tlie Empire sJiould 
be allowed to enter India freely, to engage d’reely in any 
trade, business, profession or calling, and when established 
in India, to receive just treatment. From India’s side it 
may well be urged that she should be free to develop her own 
industry and commerce by any means which do not inflict 
injustice on any section of the connnunity, and do not 
involve the exclusion of British citizens from partici- 
pation in India’s future development. A further claim raighv. 
also be put forAvard on her behalf. There are enterprises 
which Indians regard as national, and which at present are 
mainW or Avholly in British hands. It would be idle to expect 
that they v ould be content for an indefinite period to remain 
withon,t their appropriate share in the conduct of these enter- 
prises, and if the rnethods at first proposed in order to satis- 
fy Indian hopes must” be ruled out because they iuAmlvci in- 
justice, or are inconsistent with the position which G-reat 
Britain holds in India, Indians may fairly ask that the British 
business community should co-operate in finding other 
methods to bring alDOut the desired result. 

The possibility of reaching an agreement on these 
ditficult matters depends largely upon the spirit in Avhich 
they are approached. Notwithstanding the unfortunate 
history of the last feAV months, we believe that there is suffi- 
cient goodAvill on both sides to overcome the diflicultieg if 
they are franldy faced. The importance of reaching a per- 
manent settlement of the question can hardly be exaggerated. 
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More perhaps than any other single factor, it wonld help 
to create harmonions relations betAveen Grreat Britain ami < 
India, on the strength of Avhieh we could look forward with 
confidence to a future in which Indian and British enterprises 
could work together on terms of mutual advantage and 
respect. 

_ KAILWAYS. 

1.91. Administration of the Railway Department. — The 
commercial and industrial prosperity of any country is 
largely dependent on the efficiency of its transport system, 
and particularly of its railways. In India the distance* 
are so great that low freights are essential to the groAvtli oi 
industries, as Avell as to the Avelfare of the agriculturist, while 
at the same time the railways are by far the largest pur- 
chasers of manufactured articles in the country, and the rail- 
Avay demand is a vital factor in the prosperity of the engi- 
neering industry. In these circumstances it is natural that 
those Avho desire freedom to develop Indian industry and 
commerce on national lines, should also put foinvard an in- 
sistent demand in regard to the railways. In our vieAv the 
demand is one wliich should be met as tar as possible, and we 
thinlc that if in the future the control of commercial and in- 
dustrial policy is to rest with the Indian legislature, the 
general direction of railway policy should be placed 
in the same hands. It becomes necessary therefore to 
consider both the limitations which, for the present, Parlia- 
ment might think fit to retain in order to safeguard those mat- 
ters in which it is interested, and also the conditions under 
Avhich the control of policy could safely be transfen’ed. The 
latter point is one to which we attach great importance, for 
while in all countries raihvay policy is a matter for Govern- 
ment and the legislature to decide, it b3'^ no means follows that 
the commercial management of railways can be wisely or 
safely exercised by those whom the legislature directly 
controls. 

192. Purposes for which Parliament must retain 
control. — The purposes in which Parliament must, we tbinlc, 
continue to be interested so far as the railways are concerned 
fall Ainder the heads of Defence, Finance, the Services, and the 
Anglo-Indian community. 

pefcnce . — Those who are responsible for the defence 
and internal security of the country clearly cannot disinterest 
themselves in the efficiency of the railways, for any serious 
breakdown might have calamitous consequences in a ei'isis. 
It is not* only the strategic lines on the frontier which are 
in question, but also the main trunk lines throughout India, 
and the military authorities are entitled to assurances both 
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as to the adequacy of the equipment of the lines and of their 
standard of maintenance, and as to the efficiency of the traffic 
arrang-ements. 

'Fhmnce . — ^Under the head Finance, account must be 
taken of the_ enormous capital sums (largely raised in Groat 
Britain) which have been invested in the railways. It is 
true that the security on which the loans were raised Avas Jiot 
the raihvay revenues alone, hut the whole of the reA^enues 
of the Government of India. If, licAA'^eA^'er, the railAA^ays were 
unable to earn their interest charges, it is much to be feared 
that the. burden Avould be too heaAW for the GoA^ernment of 
India to meet, and tlie solvency of the railAA^ays is therefore 
' an interest Avhich Parliament is bound to safeguard. There 
is another point at Avhich the connection betAA’^een the railways 
and the Finance Department is close and intimate, for the 
raising of capital for railAvay development must both react, 
and be dexjendent, on the general credit of the GoA^ernmeid of 
India and its financial circumstances from time to time, "Whe- 
ther the connection could be rendered less direct and im- 
mediate by proceeding further Avith the separation of raiiAvay 
finance is a question which should be explored, but under 
existing conditions the Finance Department is most intimately 
concerned in many questions of raihvaj’’ policy. 

Services . — Tinder the head Services, several points re- 
quire notice. In the railway services, as in others, the exist- 
ing and accruing rights of officers appointed by the Secretary 
of State must be safeguarded, and it Avill be important 
also to ensure that a large number of the senior officers do 
not quit the service prematurely. Indianization is now going 
forward rapidly, the rate of Indian recruitment for the 
superior services being 75 per cent., and we have no desire 
to retard Ihe process ; but the possibility of efficient ad- 
ministration depends on the retention of the existing senior 
officers until Indians are in a position to replace them^ 
Finally, questions may arise as to the percentage of European 
Tecruitmont, Avhich for the future may be deemed necessary 
on military grounds. 

The Anglo-Jvdian community . — The Anglo-Indian com- 
munity lias in the past rendered very important serA'ices to 
the railways and still holds a large number of posts in parti- 
cular branches of railAvay work. The economic life of the 
community is indeed to a large extent dependent on the oppor- 
tunities of employment Avhich the raihvays offer, and its mem- 
bers are gravely apprehensive of Avhat may occur, if and 
when any change takes place in the present system of 
administration and control. In vieAv of the history of the 
community, a special obligation, we think, rests upon Parlia- 
ment, before relaxing its own control, to ensure, as far as 
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may be practicable, that the interests of the Anglo-Indian 
Gommiuiity are protected. 

193. Necessity of separating commercial management 
from direction of policy. — ^Before explaining how we think the 
pni’ijoses of Parliament may best be safeguarded, we must 
turn to the question to which we made brief allusion at the end 
of paragraph 191. The experience of many countries has 
shown the disadvantage of subjecting the administration- of 
State-ovmed railways to the close and detailed scrutiny of a 
popular legislature, which concerns itself not only with broad 
questions of pohcy but also with administrative practice in all 
its ramifications. Under the present constitution, the legisla- 
ture can exert considerable influence on -the railway adminis- 
tration, and the dangers to be apprehended are already becom- 
ing evident. We can find no reason for thinking that the 
difficulties in India would be less than they have been found 
elsewhere, and we have no doubt that a continuance of 
the preseiit system, under which the railways are directly 
administered by a branch of the executive G-overnment, would, 
as soon as the legislature was in a position to assert its autho- 
rity, develop tendencies leading directly to inefficiency and 
ultimately endangering the financial results of railway work- 
ing. The member of an official Government not responsible 
to the iogislatiire is in a position to resist these tendencies 
when they tlireaten to work serious harm, but when a member 
or minister must work in harmony vfith the legislature, if he 
5s to retain his position, the pressure may become irresistible. 
It seems to us clear that there can be no mateilal change in 
the control of railway policy in railway matters, until a 
system of administration has been set up wffiich, while leaving 
to Govermnent and the legislature the control of broad ques- 
tions of policy, would locate the commercial management else- 
where. 

A change in the system of administration seems to us 
necessary for another reason. The solvency of the Indian 
raihvay system and its efficient Avorlring are matters in which 
Parliament is interested both on financial and military 
groTinds, but it does not seem to us practicable to' secuiu these 
interests by attempting to control the day- to day administra- 
tion of tbc department. If an elected member of the Govern- 
ment replaced the present official member and became I’ospon- 
sible for the commercial management of the railways as well 
as for the direction of policy, he might often be led, under 
pressure from, the legislature, to initiate action Avhich the 
^gsnts of Parliament felt to be dangerous both to solvency and 
efficiency. They would then be faced by the choice between 
alternatives. On the one hand frequent • interference 
would _ be most prejudicial to the smooth worldng of the 
administration, while oii the other continued acquiescence 
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would tend to render nugatory the powers which Parliament 
desired to retain. In these circumstances, we are forced to 
the conclusion that, if the purposes of Parliament are to be 
secured, this can he done only by modifying the system of 
administration, and not by an attempt at detailed control, 
ivliich would be foredoomed to failure. 

194. Proposed statutory railway authority. — ^We can 
desciibe the scheme which Ave contemplate, only in the broad- 
est outline. An authority for the administration of the rail- 
ways should, Ave think, be set up by Statute. The Act would, 
of course, provide for the constitution and powers of the 
authority, and for the poAvers of control to be resei’And to the 
GoA^ernment of India. Prom the outset the authority should 
includ'o Indian members. It AAmuld, Ave think, be desirable to 
make statutory provision for the general principles in 
accordance with which the railAAmys should be administered, 
especially on the financial side, as tor example, the 
manner in' Avhich the allocations for depreciation should 
be calculated, the constitution of the reseiwe fund and the 
purposes for AAhich it should be used, and the amount 
of the contribution' to general rcA’cmies. The control of 
policy in all important matters Avould remain AAuth the 
Government of India and the central legislature, but it 
would be important to leave the statutory authority free to 
act AAuthout interference in the detailed arrangements it might 
make to carry out the policies laid down. Much Avill depend 
on the precision with which from the outset the powers to be 
exercised I'espectively by the authority and by the Govern- 
ment of India can be defined. But avo cannot attempt at 
this stage to indicate AAhat these poAvers should be. The ques- 
tion requires full investigation in order that the largest pos- 
sible adAmntage may be deriA'^ed from the experience of other 
countries Avhere the State management of railAvays has led to 
difficulties. 

195. Necessity for. enquiry. — ^It will be obvious that 
it would be impossible to dcAuse a satisfactory scheme 
of administration without a detailed enquiry by a committee 
or commission. Such an enquiry should, we think, be in- 
stituted as soon as possible. It Avould be the duty of the 
investigating body to make recommendations as to the manner 
in which the authority should be constituted, the powers it 
should exercise, the matters for Avhich proAusion should be 
made in the Act setting up the authority, the control to be 
reserved to the GoAmrnment of India, and the poAA^er.s to be 
reserved to the Secretary of State in order to safeguard the 
purposes of Parliament. A complete enumeration of the 
matters to be examined we cannot of course attempt. 
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but they should certaiiilj' include the subjects specified 
in paragraph 192 above. There is one other matter of 
great importance. The existence in India, side by side, of 
State-owned and managed railways and railways owned by 
the State hut managed by sterling companies domiciled in 
England, makes it peciiliarly difficult to devise a satisfactory 
scheme for setting up a statutory railway authority for the 
administration of the railways. The contracts of the com- 
pany-managed railways are mth the Secretary of State, and 
though the Government of India exercises by delegation many 
of the powers reserved by the contracts to the Secretary of 
State, the ultimate control rests entirely in his hands, 
and the companies, by reason of their domicile, have direct 
access to him. It uull be necessaiy for those making the 
enquiry to examine the question closely, and to consider how 
far the powers of the Secretary of State under the contracts 
should be e,vercised by the statutory railwav authority, and 
in what matters the Secretary of State himself should reserve 
control. Their task will be extremely complex and difficult, 
but we have no doubt that the diffieuities must he faced. It 
desire to see the direction of railwav policy placed in 
the hands of popular ministers, hut it seems to lis an indis- 
pensable preliminary that a system of administration should 
first be established, which null provide for the efficient 
commercial management of the railways, and will also to a 
large extent safeguard the purposes of 'Parliament and avoid 
the necessity for detailed control. 


196. Method of legislation. — ^Before any scheme for 
estabhshing a statutory authority to administer the railway* 
is adopted, it would he necessary that Indian opinion should 
have full oijportunity of expression, and any commission 
or committee which may he set up to consider the 
question should of course include representatives of Indian 
opinion as well as the necessary financial and railway 
experts These enquiries must take time, and since it is 
esmahle that the new system of administration should be 
ready to tuiietion by the date on whicli the new constitution 
comes mto_ i orce, it is evident that special steps will be 
necessaiy 111 order to expedite the procedure. We should 
propose that, follovung the South African precedent, pro- 

constitution for the establish- 
S railway authority by the insertion of a b'ectioii 

detailed provisions 

ledSVnrl S to modification by the Indian 

new ^ sufficient period to enable the 

gain position and all concerned to 

h im experience of the Avorking of the new system. 
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EXTERNAL AEPAIRS. 

197. In the immediately preceding sections we have heen 
concerned to develop our suggestions for'the general structure 
oi; government at the centre, according as they have applica- 
tion to particular departments. We now turn to India’s 
external relations in which several departments are concerned. 
The problems which aiase have not fallen within the scope 
of the proposals of the Indian Statutory Commission, perhaps 
because no definite constitutional provisions appeared to l3e 
required in the structure which they contemplate. But the 
demand of Indian opinion, which we have described as 
directed to obtain self-government at home and national 
recognition abroad, leads us to consider to what extent the 
central executive which we contemplate might be concerned 
with the externa] relations of India with the other parts of 
the Empire and with foreign countries. 

The existing position has been described in the memo- 
randum Avliicli we submitted to the Indian Statutory Commis- 
sion on the status and position of India in the British Empire 
and in the India Office memorandum on the international 
status of India. It is beyond doubt that there has so far 
been no delegation of authority to the Government of India 
in regard to external matters. As regards commercial agree- 
ments with foreign countries she has not the power which the 
Dominions have to enter into direct negotiations. The Gov- 
ernment of India Act restricts the power of the Governor 
General in Council to make political treaties and forbids the 
Indian legislature, without the previous sanction of the 
Governor General, to legislate regarding the relations of Gov- 
ernment with foreign Princes or States. We do not contem- 
plate that in present circumstances the Government of India 
could have a decisive concern Avith those foreign rela- 
tions which closely overlie the right to make Avar and peace. 
On first class questions of foreign and Imperial policy 
independent action by India is not yet Avithin the realm 
of practical politics'. India is indeed more continuously and 
practically concerned Avith foreign policy particularly in the 
Middle East than any of the self-governing Dominions. But 
AA'liateAnr ma^* be the degree of consultation with the Govern- 
ment of India, and AAffiatever the agency functions AAdiich that 
Government may perform, the decisions must still remain 
with His Majesty’s Government. Nevertheless, there is a 
large range of extei-nal relations Avhich may conveniently be so 
classed in distinction from foreign affairs, and in which, we 
.see scope for an increasing recognition of the indiAuduality 
of India among the nations of the Avorld. It may well be 
that if the purposes of Parliament are defined, as Ave propose, 
the Government of India may enjoy considerable liberty'.m 
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matters such as commercial treaties, and the treatnaent of 
Indians overseas. We make no precise proposals in this 
regard for, whether our relations ho wth countries within or 
outside the Empire, we consider that the functions of the 
Government of India must develop by agreement and con- 
vention rather than by the enactment of constitutional pro- 
vision. It is by the growih of understandings and conven- 
tions and not by provisions of positive law that the Domi- 
nions have attained their present position. These are the 
lines on which India’s authority over her own external 
affairs must grow. Such a development not only postulates 
an alteration in the constitution of the Government of India 
which woidd confer upon it a distinct individuahty for 
domestic purposes, but is also its necessary complement 
if the aspirations of India for a recognition of its stata.s 
at home and abroad are to be satisfied. The Indian 
Statutorj'^ Commission have taken the first step in this 
direction, by recommending that in future the Governor 
General, and not the Crown, should apiDoint the members 
of the central executive, and in earlier paragraphs we 
have sought to describe what appeared to us to_ be the 
implication of such a change. If, in addition, India by 
convention Avere authorized to negotiate and conclude 
agreements vuth other countries A\dthin the Empire and 
even \rith foreigii nations her feet would be set firmly upon 
the path along which the Dominions have preceded her. 

BEDATIONS BETWEEN OENTBE AND PBOVINCEH. 

198. Principles of classification. — ^Before we leave the 
discussion of constitutional machinery in the provincial and 
central sphems, it will be 'convenient to say something upon 
the degree and method of adjustment that their mutual 
relations are likely to require. The Indian Statutory 
Commission conclude* their chapter on the relations between 
the centre and provinces, with a consideration of the distribu- 
tion of administrative responsibility. In an earlier chapter 
on the provincial legislature, they statef their conclusions^ 
regarding the distribution of subjects of legislation between 
the central and the provincial legislatures. Sir 'Walter 
Dayton’s scheme similarly makes a distribution in the 
financial field. It will he convenient if wo deal in one place 
with these questions of jurisdiction, and with the further 
question of bow far provincial jurisdictions may be sub- 
ordinate to or correlated wfith central authority. We are 
here in a field ■within which final dispositions cannot now 
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be made. The ultimate form of the constitution cannot 
yet be settled, or even be predicted with confidence. We 
need not, therefore, on merely theoretical grounds radically 
disturb arrang’ements which have in the past proved satis- 
factory. “ It is, nevertheless ”, as the Commission observe,* 
important to^ devise tlie immediate structure in such a 
way as to avoid placing any unnecessary obstacles in 
the way of anj^ natural future developments Con- 
siderations of that nature, we presume, led the Commission 
to leave intact, save for a few matters of detail, the 
existing distribution of_ legislative and administrative 
authority, and to maintain,! as wo understand them to intend, 
the present practice of deciding such questions by rule. 
We presume also that the Commission do not accept the 
proposal that “ residuary functions ” should be provincial. 
In our viev/ it is not improbable that the ultimate solution 
of the problem of .jurisdictions may be the provincialization 
of residuary functions, but we do not feel sure that the 
conditions are yet prepared for a decision of this very 
important point in the future federal constitution of India. 
Two local Governments have advocated that residuary 
powers should rest witli the provinces and not with the 
centre, and apparently contemplate that a final and rigid 
classification of that nature should be made. One of our 
number would prefer to put that arrangement in a some- 
what more clastic form, making statutory provision that 
any matter wliich is not already specified under the existing 
rules, should be assumed to fall vdthin the jurisdiction of 
the local Government, and that in case it is claimed to be 
within the jurisdiction of tlie central Government, the 
matter should be decided by the Governor General. It is 
felt that, in view of the grant of autonomy to provinces 
and the desire to let provinces develop on autonomous 
and federal lines, this is the natural course to adopt. 
It does not in any way commit the centre to any parti- 
cular constitution in future, while it enables the central 
Government to bring the matter within its ovm jurisdiction 
if it really finds it necessary to do so. Others, however, feel 
that so grave a decision cannot be taken at once. In their 
view it would be premature to entrust to local Governments, 
now to be equipped vnth untried machinery, all functions of 
government other than those specifically assigned to the 
central Government. Such a decision could be taken only on 
theoretical grounds and might have inconvenient con- 
sequences, It might, for instance, be argued that, if _ the 
functions, of the central Government alone were exhaustively 
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prescribed, ihc onus of proving that any action taken was- 
intra vires would rest on it alone. Such a position might 
derogate from the vigour of central administration, and 
might have the effect of impairing the liberty of the 
Governor Gmieral to be the interpreter of this portion of 
the constitution. It seems probable that a scheme of ex- 
clusive jurisdictions could not be worked until the inter- 
pretation of the constitution is entrusted almost entirely 
to judicial authority, and for that development, other 
objections apart, conditions are far from ripe. The question 
is at present largely one of status which may await decision 
till the new responsible Governments in provinces have proved 
themselves. So far as it is a matter of efficiency of govern- 
ment, the present classification appears to us, as it appeared 
to the Commission, to be generally satisfactory, and we 
hesitate to decide now that functions, which Goveimment in 
future may have to assume but cannot at present foresee, 
should be provincial. We prefer to maintain the freedom 
which the Devolution rules now alford, to extend the provincial 
field as new activities of government develop rather than to 
be driven to devise means of assuming these activities tO' 
the central Govei'nment, as occasion later may arise, from 
among undefined jurisdictions allotted on general grounds to 
provinces. 

Holding these views, we are in general agreement with 
what we take to be the recommendation of the Commission 
that the classification of subjects should continue to bc- 
regulated by riile. We recognize thaf^ “ changes in the rules^ 
may be necessary from time to time and we see in that 
necessity good ground for avoiding the rigidity of statutory 
enactment. 

199. Legislative jurisdictions. — ^Legislative jurisdictions 
must indeed rest on enactment, but we share the strong desire 
of the Commissi ont to see maintained the provisions of 
the existing Act These provisions establish a certain con- 
currence of jurisdictions, kept ax)art by a necessity imposed 
on both central and provincial authorities of obtaining the 
previous sanction of the Governor General, before the classi- 
fication of subjects made by rule is transgressed. In effect, 
they protect legislation, provincial or central, from undue 
challenge of its validity, but provide for selection of the 
:^rum in which proposals may he debated and enacted. The 

these protysions to be “ ingenious and 
effective We believe them to he well-suited to the condi- 
tio^ of the countrjq and to have proved generally acceptable. 
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It is, however, possible to attack them on the grounds that the 
classification of subjects requires revision, and that the 
machinery of jprevious sanction is capable of improvement. 
Iti the first regard, the Commission reject"^ “ any alteration 
of the law which would restrict the range of the legislative 
power of the centre They look rather to a freer use of 
the Governor General’s power to permit provincial legishi- 
tures to undertake legislation on subjects technically central, 
and to a self-denying practice whereby the central legislature 
would make its enactments on such matters as social and 
religious customs adoptive or enabling. We think that these 
are lines which practice may be expected and should be 
encouraged to purs,ue. But we observe that two local Govern- 
ments would make more rigid provision. The Govern- 
ment of Madrast would remove it from the power of the 
central legislature to legislate for matters which concern one 
province alone. The suggestion does not, so far' as we are 
aware, proceed on any ^ound of complaint in the past, and 
we are reluctant to introduce into an already, intricate 
system complications which necessity does not require. There 
is_much in the suggestion as made which we could not accept. 
Wc could not accept it as a denial to the central legislature 
of a right to legislate on its ovra subjects of administration, 
if necessary, province by province, or, for instance, 
for individual ports or universities. Nor could we at once 
agree that certain provincial subjects should not be “ subjeet 
to legislation by the Indian legislature ” as, they are at 
present. But if the Government of Madras desire that ^he 
central legislature should not legislate for provincial subjects, 
whose administration has no extra-provincial effects, we 
would expect that the result of such a provision would be 
little different from that produced by the present provisions 
for previous sanction to central legislation. 

The suggestion of the Government of the United Pro- 
vinces is of the nature of a check to be operated at pleasure 
by the local legislature. It is proposed that the local legisla- 
ture^ should be empowered to^ require the central legislature 
to give to its legislation, affecting social and religious usages, 
an enahling form. It would be foi' the Governor General to 
decide when such a power became opei alive, bv declaring 
whethei- the proposed legislation actually affected social and 
religious usages or not. We are in sympathy, as were the Com- 
mission, Avith the desire that amendments of social and 
religions nsage should be left increasingly to local legislainres. 
But we would not readily agree that all amendmenis 
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should necesKarilj^ bp so left, nor that the mechaiiism to, secure 
provincial interests should be a provincial jjower of control 
over the centre. Measures of this kind would require the 
previous sanction of the Governor General before introduc- 
tion into the Legislative Assembly, and are not now in 
practice taken into consideration till local Governments have 
been fully consulted. It would, we thbik, be adequate if a 
practice were established that such consultation invariably 
preceded the grant of premous sanction. But we would see. 
niconvenience in a provincial power to revise the grant of 
previous sanction, or to sit in consideration of a measure 
ujider discussion in the Assembly, and to intervene at any 
stage, even the latest, of that discussion. We would our- 
selves trust to the recommendations, which the Commission 
ha^-e made, to secure due consideration of provincial interests. 

The second ground on Avhich the present system may be 
fcriticized is that the necessity for obtaining previous sanction 
to provincial legislation causes inconvenience and delay. 
Criticisms,. of this nature were made in the earlier period of 
the reformed regime, when the operation of the law of sanc- 
tion was attended with some friction. That friction is now 
largely a thing of the past, and it is questionable whether any 
substantial practical benefit would ensue from a modification 
of the existing provisions. Nevertheless we would accejjt 
ihe suggestion of the Government of Bombay*, whereby a 
discretion would be taken to mitigate by rule the rigidity of 
the present law. 

200. Administrative and financial jurisdictions.^ — The 
pi-esent distribution of administrative responsibility is com- 
mended bj' the Commission as generally satisfactory. We 
agree, and find support for the same conclusion in the 
views which the provincial Governments have expressed. Wo 
await the p’ablicatioii of the report of Mr. Whitley’s Commis- 
sion before submitting onr recommendations for the dis- 
tribution of functions in regard to industrial matters. The 
more particular recommendation of the Indian Statutory 
Commission in i-egard to the Criminal Intelligence Depart- 
ment is opposed by the Governments of Bengal, the United 
Provinces, and Assam. The Commission recommend that the 
classification of police as a subject of provincial administra- 
tion should he accompanied by a discretion in the Governor 
General _ in Council to determine conditions regarding 
fho organization of a provincial Criminal Intelligence Depart- 
ment. The Commission rightly regard the matter as 
Important. An efiScient intelligence service Avill depend on 
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co-operation between local Governments and on co-ordina- 
tion by tbe central agency. Bnt tbe Criminal Intelligenc« 
Department org-anization must be part of the regular 
police administration of the province, as the Government of 
Bengal point out, and little practical value would attach to a 
power to impose control over only one branch of a uuified 
machinery of police administration. The recommendation of 
the Commission, hoAvever, is in effect permissive, and we are 
prepared to accept it on that basis. 

In earlier paragraphs of this despatch we have dealt in 
detail with the proposals of the Indian Statutory Commission 
regarding provincial finance. These matters also we havv -3 
considered in the light of the principles of classification which 
we have just described. We would continue the exist- 
ing practice by which financial authority is distributed 
by statutory rule, and we would retain residuary powers of 
taxation at the centre. These appear to us to be wise 
accompaniments of the entirely novel arrangements proposed, 
by the Commission. 

201. Contiml. — Turning to the questions of control, we 
find ourselves in complete accord with the recommendation 
of the Commission that Governors in the use of their special 
and emergency powers should be supervised by the Governor 
General and not by the Governor General in Council. These 
powers are exercised in responsibility to Parliament, and 
control of them cannot appropriately be exercised through an 
authority in close relations with a popular central legislature. 
It is on that ground rather than on any ground of the ultimate 
form of federation that we would employ only parliamentary 
channels of control over Governors. 

We approach the Commission’s, recommendations^ relat- 
ing to “ the normal powers of the centre over the provincial 
Governments ” from the points of view of the scope of these 
powers and the manner of their exercise. The first of the 
eigld categories framed by the Commission seems to us to 
be inevitable not only because central administration is vital, 
but also because a central Government without self-sufficient 
central agencies, must be in a position to secure necessary 
action in provinces. The provision has indeed the sanction 
of usage, and is not objected to by any. provincial Govern- 
ment. The second category is drawn in wider iangiiage than 
the corresponding category in Devolution rule 49. The Go^7■- 
ernment of ^Madras object to it on the ground that it gives 
the central Government too wide a measure of control. They 
would maintain the existins: rule which provides onlv for 
inter-provincial disputes. The Government of the Dnited 
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Provinces -would accept* it only on “ the understandiiijj that 
the Government of India will be restricted to use their 
powers principally for the purpose of collecting information, 
giving advice, and settling a /common policy, and not for the 
purpose of interfering in the actual details of administration 
in any pro-vince The criticism of the Government of the 
United Provinces appears to us, to contain the answer to the 
objection of the Govermnent of Madras. It is because, in 
many matters which were not in dyarehic constitutions 
transferred, a common policy may need to be determined 
without waiting for disputes between provinces to arise, that 
a new definition of central control must be sought. We agree 
Avith the Commission that the definition must be in very 
broad terms. But Ave also agree AAuth the GoA’-ernment of the 
United Provinces that means must be sought whereby jn’O- 
vincial responsibilities may be safeguarded. The Govern- 
ment of the United ProAunees AAmuld find these means in a 
definition of the spirit in Avhich control Avill be exercised. The 
Commission have proAuded a check in the personal and entire 
discretion of the Governor General to decide, in any giAmn 
instance, the scope of control. We ourselves hope that that 
discretion, combined AAuth the restrictions on the method of 
control Avhich Ave shall presently suggest, will allay fears that 
the interA'ention of the centi’al GoA’-emment may be exces- 
sive. 


No difficulty arises about the third category Avhich is, 
hoAvoA'er, not so much a matter of control as a distinct poAver 
Avhich the centre must possess. In a precech'ng paragraph 
wf haA'-e stated our views upon the fourth category regarding 
control of provincial borroAAungs. The fif-th and sixth 
categories might, Ave think, well he treated in the chain of 
relations betAveen the Secretary of State, the GoA-ernor 
General and the Governor, and should not he classed as 
matters Avithin the superintendencG, direction and control of 
the central Government. The proposalsf of the Commission 
regarding security serAuces confer on the Secretary of State 
a powmr to require provincial Governments to employ these 
sei’Ances in such numbers and in such appointments as he 
thinks necessary. They also imply tlie poAAmr*-to exercise 
disciplinary authority. It might he convenient if the Secre- 
tary of State Avere to delegate to the. GoAmrnment of India 
suitable poAvers, possibly to the extent suggested by the 
GoA'erumeut of the United ProAunces. But aax; see no reason 
Avhy this should he done by statute as the Commission appear 
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to ooulomplate. The phrase"" “ safeguarding of Imperial 
interests ” does not appear to ns to he entirely free from 
obscurity, but we feel no doubt of the need for some such 
provision giving powers to the agents of Parliament. 

The seventh and eighth categories appear to us to be 
more suitable for classification as central subjects than for 
expression as powers of control. If they were s.o classified 
the requisite power of control would flow from the first 
category. We recognize, however, that dif&cult questions 
arise, as thej^ have arisen elsewhere, for instance in Canada, 
regarding the participation of provinces in decisions reached 
by the Grovernment of India in external affairs. The subject 
is a difficult one, and its solution will probably, be found 
through the operation of practice and convention. But 
whatever procedure may be approved for reaching decisions, 
and we recognize to the full the desirability of premous con- 
sultation with provinces, it is clear that the final authority 
must rest with the central Government, in whom must also 
reside power to make the decision effective. 

We conceive of these powers being exercised, as central 
control is at present normally exercised, by way of consulta- 
tion, advice and even i-emonstrance. If, hoAvever, the Gov- 
ernment of India were unable by these methods to get its 
way, we would not confer upon it a further mandatory power, 
but would expect it to advise the Governor General to act in 
relations with the Governor. The chain of authority would 
be the Governor General’s powers of supervision over the 
Governor, and the Governor’s overriding powers over his. 
Cabinet. The machinery of control which we have described 
seems to us to reconcile the claims of central and of provin- 
cial authority most conveniently. On the one hand, we dp 
not desire to exclude the Assembly from discussion of 
matters which fall within the proper scope of the central 
executive. On the other, we see objection to placing a 
Governor or his ministers in the position of receiving orders 
from an executive in relations with the Assembly. In 
practice the necessity - of obtaining the decision of the 
Governor General, before it can be held that provincial action 
affects the interests of some other part of India, will be an 
additional security that the provincial field is not unduly 
invaded by the powers of supervision. 

202. Co-operation and co-ordination. — The recommenda- 
tions, of the Commission for co-operation between central and 
pi’ovincial Governments and for co-ordination of nation- 
bnilding services do not, except in one other respect, involve 
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any new constitutional provisions. We have already’ accepted 
the suggestion^ that it should be rendered . constitutionally 
possible, under suitable restrictions, to assist provincial 
objects from central funds, and vice versa. “ Oo-opera- 
tion ”,t say the Commission, ‘‘ should be secured by the 
general goodwill of the Governments concerned, rather than 
by the imposition of specific central control We agree, and 
although we recognize that the Commission also propose! 
that the central Government should in future have a more 
authoritative position than it now enjoj^s, constitutionally, 
in the transferred sphere ”, we think that the x-estrictions, 
placed on the second category of control will obviate danger 
of co-operation being secured, save in case of necessity, in au}' 
other way. 


THE SERVICES. 

203. The Indian Civil Service and Indian Police Ser- 
vice. — Ooiitinnance of recruitment. — The question of the 
steps to be taken in regard to those services which are still 
recruited by the Secretary of State on an all-India basis, is 
one of great importance for the future administration of the 
country and, we think, for the successful worldng of the new 
constitution which it is proposed to set np. The Statutory 
Commission have rightly said that the Indian Civil Service 
and the Indian Police Service stand in a class hy themselves 
as the ^ ‘ security services ’ upon which depend the organiza- 
tion and direction of the general administrative sj’-stem and 
tile maiiilonance of law and order. The Commission recom- 
mend that these two services should remain on an all-India 
footing, and that recruitment for them .should he made by the 
Secretary of State. The majority of the local -Governments 
are very decidedly in favour of this recommendation, though 
within the Governments there are dissentient views. We our- 
selves have no hesitation in supporting the proposal of the 
Commission. It has been objected that a provincial Govern- 
ment cannot feel unhamjiered in the exercise of its authority, 
so long as it is, not free to recruit all its servdees on its own 
terms and have the final voice in controlling them. The 
anomaly may he admitted, but it mu.st at tbo same time be 
recognized that considei*able risks will be taken if the direc- 
tion of policy ill all provincial subjects is transferred to 
pojiular Governments, and that, if simultaneously far-reach- 
ing’ changes are made in the administrative machine whoso 
task it is to «aari“y out policy, there is daiiger that llie new 
system may start under a serious handicap. It is nece,ssary 
to keep the administrath’e foundations sound, while the new 
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coTistii.\3tioii is fac^'iig tbe difficulties wMcli are likely to eoii- 
froui. if Tit the start. Whether, after these have been . sur- 
mounted, it will be desirable to continue the recruifment of 
the security services on the present basis is a question depend- 
ing- on conditions which cannot at present be foreseen. 

Many of those who advocate the discontinuance of the 
present form of jecruitment have no desire to destroy I he 
existing’ oi-ganieation. They recognize the value of the work 
the services may be exiiected to perform during the transition 
period, and would be prepared to face the temporary' 
anomaly of retaining' officers, who can look outside the 
province for the ultimate protection of their interests. 
But there is a larg-e volume of opinion which argues that the 
existing body of officers, retaining their existing privileges 
and safeguards, will be sufficient to tide over the period while 
the new constitution is establishing itself, and that by the time 
they disappear their s.ervices will no longer be required. We 
think that those wlio hold these views do not take full account 
of the probable results of stopping recruitment. We believe 
that, as soon as it was announced that recruitment was 
stopped and that tlio all-India services as a whole wore in 
effect being closed down, the existing numbers would dmndle 
far jnore rapidly than is desjred. Nor would it be easy, if 
necessity arose, to resume recruitment with success after an 
interval, v.hich would have broken the old comiections and 
traditions. The discontinuance of recruitment would in effect 
amount to taking a final decision at a time when the condi- 
tions of the future are still unknown. For these reasons we 
hold that it is essential to continue recruitment to these ser- 
vices on the existing basis. 

204. The same. — Recruitment by the Secretary of State. — 
It is generally agreed that a decision to continue recruitment 
for the security services involves the continuance of their 
recruitment by the Secretary of State. The .-iustification for 
maintaining those services is that they furnish officers (>f a 
high standard to deal mth matters, the efficient handling of 
which is a ])rimary interest of the country. Tt is of the 
essence ol‘ the case that the services should be able to attract 
the best mnicvial available. As the Statutory Commission 
point out, an all-India service has a much wider hold of 
choice than any provincial seindce, and the statu, s and 
traditions aVtaching to it attract the best class of Indian 
candidates, -xdiile there can be no doubt that without the 
security which is afforded by the protection of the Sec- 
retary of State, British candidates of the present ■ 
standard coidd not be obtained. It has indeed been sug- 
gested by the majority of the Bombay Government that, 
while these two services should, be retained on an all-India 
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basis, they should be recruited not by the Secretary of 
State but through the central Public Service Commission, 
and that they should look for protection to the G-ov’ernment 
of India. Somewhat similar ideas are expressed in other 
quarters. We fear that this compromise does not really meet 
the difficulties that are felt on either side. On the one hand 
British candidates, have for a long time attached great 
importance to the protection of the Secretary of State, the 
value of which has been proved by experience. The Govern- 
menC of India is for them a distant body, whose general atti- 
tude to the questions that maj’’ affect them is unlmown. Its 
protection will not give them the same sense of assurance as 
they derive from the protection of the Secretary, of State. 
On the other hand, so long as the services remain on an all- 
India basis and their pay and conditions are settled by a 
central authority, whether it be the Government of India or 
the Secretary' ot State, the objection that local Govormnents 
would be hampered in the exercise of their authority is not re- 
moved. We do not con&ider that any intermediate iDOsition 
between recruitment by the Secretary of State and provin- 
cialization is liltely to prove satisfactory and, as we hold that 
the time has not come for provincialization, we have no hesi- 
tation in supporting the proposal that recruitment should be 
continued on an all-India basis by the Secretary of State and 
utider the guarantee of his protection. 

205. The same. — Eates of Indianization. — All local G-ov- 
ermnents agree that, if the security services are to contmuo on 
an all-India basis, the e.xisting rates of Indianization, which 
were fixed on the recommendation of the Lee Commission, 
should be maintained. These rates are calculated to produce 
an equality between the numbers of Europeans and Indians in 
the Indian Civil Service by 1989 and in the Indian Police 
Service by 1949. We propose no change in ’these rates of 
Indianization, which arefindeed as rapid as appear to us to be 
consistent with the retention of the character and traditions of 
the two services. 

206. The same. — Future reconsideration. — ^We have indi- 
cated above our view that the continuance of re- 
Gruiiincnt_ for these two services must not be talcen 
as^ irnifiAdug an intention that they should be retained 
indcfinilely. All local Governments are agreed tiiat 
the matter should after some loeriod be reconsidered 
in the light of conditions' then existing. There id a 
considerable variety in the suggestions, made as to the period 
after which reconsideration should take place. The Punjab 
Government have suggested the year 1949, when the process' 
of bringing the number of Europeans and Indians to an 
squahly in the Indian Police Service will have been com- 
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jilcted. The Grovernment o£ Bihar and Orissa suggest 1939, 
the year in which, a similar process in the Indian Civil Service 
■ should have been accomplished. The Central Provinces Gov- 
ernment suggest tliat reconsideration should take place when 
equality of Europeans and Indians in each service has been 
reached. We doubt whether at this stage it is necessary to 
take a definite decision on the point, particularly as it seems 
to us inevitable that, when the proportions contemplated by 
the Lee Commission have been attained, the future of each 
service must be fully review^ed. 

207. The Indian Forest Service and the Irrigation branch 
of the Indian Service of Engineers. — The Statutory Commis- 
sion did not reach any definite conclusion as to whether all- 
Tndia I’ocruiTment should continue for the Irrigation branch 
of the Indian Service of Engineers and for the Indian Forest 
Service. None of the provincial Governments had recom- 
mended this course, but the Commission were so much im- 
pressed by the importance of the -work these two s.ervices 
perform, that they felt the matter required further examina- 
tion. Local Governments have again expressed their opinions 
in the light of the considerations brought out in the 
report of the Commission. They are, however, still 
unanimous that there is no necessity to continue recruitment 
for the Forest Service on an all-India basis, and, with the 
exception of the Governments, of the Punjab and of Bombay, 
no local Government recommends that all-India recruitment 
should be continued for the Irrigation branch of the Indian 
Service of Engineers. In twm provinces recruitment for the 
Indian Forest Service has already been terminated as the 
result of the Lee Commission’s recommendations, and im- 
portant as, the work of the Forest Department is, Ave do not 
feel there is sufficient justification for continuing recruitment 
for the Indian Forest SerAUce in the other proAunces, contrary 
to the recommendations of the local Governments. It can 
only be for very special reasons, such as those which apply to 
the two security services,, that recruitment by the Secretary of 
State can be justified for services Avhich Avill be working under 
an autonomous provincial Gov^'ernment. In the cas,e of the 
Irrigation service the considerations are perhaps more evenly 
balanced. The revenue derived from the great irrigation 
works in certain provinces is a vital element in provincial 
finance, and the irrigation system is one of the chief founda- 
tions of the economic prosperity and contentment of the 
people. The official members of the Punjab Government go 
so far as to say that the efficiency and initiative of the irriga- 
tion officer is a factor for internal stability, practically^ on a 
plane with that of the officer in the security services. It is 
easy to rmderstand the anxiety expressed by the majority 
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of the Punjab Government on the reserved side to retain 
what they regard as an insurance against deterioration in a 
service of such vital importance to the prosperity and 
economic life of the province. The recommendation of the 
Bombay Government is also doubtless due to the fact that 
the whole future of Sind depends on the success of the Sukkur 
Barrage irrigation scheme, in which, moreover, a huge capital 
sum has been sunk. It would be rash lightly to disregard 
the views of the local Governments, in a matter of such 
fundamental concern to them. At the same time, we are 
anxious that recruitment should not be continued under the 
guarantee of the Secretaiy of State unless the need for it 
is beyond all reasonable doubt. In all provinces, except 
the Punjab and Bomljay, local Governments are pre- 
pared to take tlie risk of dispensing with recruitment for this 
service on an all-India basis, and we accept their views. ' 
We have not been able to 7-eaeh a final conclusion in regard 
to the Punjab and Bombay. There would be obvious advant- 
ages,, we think, if it were possible to retain an all-India ser- 
vice for dealing with the great schemes of irrigation of the 
Indus valley, particiilailj'' as ‘they affect tw’o different ‘ 
local administrations. On the other hand, due weight must 
be attached to public opinion, and it -would seem, f^i’om the 
views recorded by the Revenue Member and the ^Minister for 
local solf-government^ in the Punjab, that there is defmite 
opposition to the continuance on existing lines of recruitment 
for the Iriigation service in the Punjab. If it were decided 
that recruitment .should be maintained on an all-India basis 
for the Punjab and Bombay, it would be for further con- 
sideration whether this recruitment should be carried out by 
the Secretary of State, as recommended by the Punjab Gov- 
ernment, or by* the Public Service Commission, on behalf of 
the Government of India, as recommended by the Government 
of Bombay. W liatever may be the decision in regard to the 
Punjab and Bombayg we are aga*eed that in other provinces 
recruitment by the Secretary of State for the Irrigation 
branch of the Indian Ser-^dee of Engineers should not be con- 
tinued after the introduction of the ne-w con-stitution. 

208. The central services,^ — The Statutory Commission 
have made no reference to the position of the central ser- 
vices, which wmrk under the Government of India. For the 
most part the_ control of these s,eTvices has been vested by 
the recent ci-cil services (classiffeation, control and appeal) 
rules in the Go-^^ei-nment of India. But the Secretary of 
State in Council is still responsible for the recruitment and 
^ntrol of the Indian Political Department, the Indian 
Ecclesiastical Establishment, persons appointed otitside India 
to the strperior telegraph engineering and wireless 
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branches of the Indian Posts and Telegraphs Department and 
a few civilian ofl&cers holding posts which are paid from 
army estimates. He also rccrnits oflhcer.s appointed ontside 
India to the sni^erior railway services^ and controls the com- 
paratively few officers holding the King’s commission on the 
active, list of the regular army and the Royal Indian Marine, 
who are employed in certain central services. We assume 
that the Statutorj^ Commission intended that there should be 
no change in these respects. That is also our view, except 
in so far as recruitment for the superior telegrai^h engineer- 
ing and wireless branches of the Indian Posts and Tele- 
graphs Department is concerned. We do not think it ,is 
nccessarj’' that the Secretary of State should continue in 
future to carry on British recruitment for this service. Its 
cadre is small. British recruits are not likely to exceed on 
the average one in two years and the number may even be 
less, and we have no reason to doubt that the Government of 
India will be able, without the assistance of the Secretary of 
State, to obtain suitable British recruits in the numbers re- 
quired. 

209. Safeguards and conditions of service. — It is common 
ground tbat whatever may be the decision as to future 
recruitment of the all-India services, the officers at present 
in these services should be encouraged to remain, and should 
retain all their exiS|iing rights, safeguards and prospects. 
Further, as we explain later in our observations on the Coun- 
cil of India, we reconnnend tbat changes in the statutory rules 
affecting the services should bo made in consultation with a 
body which rejpresents sermce experience. One important 
factor in the retention of the existing officers of the all-India 
stu’^ices is undoubtedly the light of premature retirement. 
This right is at present possessed by all officers in these ser- 
vices,' except the more recent recruits of Asiatic domicile.' 
Generally speaking, under existing orders, the option to retire 
prematurely extends only foPtw’olve months after the transfer 
of power proposed by the Commission has taken place. All 
local ^Governments agree ■with the Statutory Commission, that 
the right of premature retiiument should he continued, with- 
out limit of time, to anj’' officer who might under the present 
rules have so retired on the coming into force of the new 
constitution. We have no doubt that the extension of this 
privilege is essential. If an irrevocable choice is presented 
at a particular moment, there is a, serious risk that a large 
number of valuable officers would decide to retire. The ex- 
perience of the past lias demonstrated clearly that officers 
are more lilcely to remain while the option of retirement is 
kept open. 

The Commission recommend that those, “who are recruited 
after the introduction of the new constitution, should enjoy 
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tlie same rights, privileges and safeguards as memhers 
recruited before the change, except in respect of the right of 
premature retirement. They do not consider it is reason- 
able that those who enter the s.ervices with full knowledge of 
the conditions should be granted this right. In principle we 
accept this view, hut, in agreement with more than one local 
Government, we regard the matter as one that mil have 
to be decided in accordance with the practical considera- 
tions of fact. If satisfactory recruits can he obtained 
without the grant of this privilege, there is no reason why 
it should be granted. But we do not think it would he wise 
to run the risk of losing the recruits required for tlie all-India 
Ser\dces, merely on this point of principle. It does not follow 
that it would be necessary to extend to new recruits the 
precise scheme which is, open to existing members of the 
services. We think that the suggestion made by the United 
Provinces Government that rights of retirement should be 
offered after fixed periods of service, the earliest of such 
periods being twelve years, might well be considered, should 
the necessity for making this concession arise. 


210. Security of pensions, family pensions and provident 
funds. — The replies of local Governments indicate marked 
uneasiness among members of the all-India services in regard 
to their pensions, family pensions and provident funds. On 
these questions we endorse the recommendation* made by 
the Indian Statutory Commission. They point out that they 
are not proposing any change Avhich would bring pensions 
into jeopardy, but, follomng the Lee Connnission, they recom- 
mend that, if any statutory change is made hereafter 
invoh’’ing tlie traiisfor of the financial control in this regard 
now exercised by the Secretary of State in Council, adequate 
■provision should at the same time he made for safeguarding 
sendee pensions. We assume that their recommendation was 
intended to include family pensions and provident funds. 
This is a matter to which we attach great importance, and we 
trust that an assurance on this point mil be given bv His 
Majesty’s Government, and that it may be found possible to 
restate with reference to present conditions, in terms as ex- 
plicit as may he, the principles set forth in paragraph. 4 of 
Qo despatch No. 5-Pnhlic, dated the 9th February 

1922. In tbe nieantimeswe are examining, in connection with 
various memorials received from members of the services, 
tJie question whether it iss practicable to supplement this 
assurance by measures w]i)ich will give a greater sense of 
secunty to the services, arid we propose to address you 
separately nn this subjefet at an early date. 

*vkrane II, para. 332. 
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211. Other recommendations . — '\Ye accept in principle the 
proposals of the Commission in regard to the csstablishment 
of provincial Public Service Commissions. There are certain 
other matters of less importance on which we shall address 
you separately. 

P.KILATIONS WITH THH STATES. 

212. The federation of all-India a distant ideal. — The 
'^relations which should obtain between British India and 

the Indian States raise difficult questions immediate and 
remote, both of which have been disciissed°* by the Commis- 
sion. We readily accept the ideal of an ultimate federation 
of all-India, and agree vdth the Commission that the 
Indian 'States and the provinces of British India preserve 
remarkable cultural affinities, and are slowly working out a 
common destiny. We recognize the geographical, economic 
and political unity of British India and the States, but we 
share the repugnance of the Commission to pronounce dog- 
matic conclusions. The ideal which has received general 
accex^tanee, and which we also accept, isf “ some sort of 
federal arrangement ”. Deep-seated difficulties arise from 
the heterogeneity of the units to he federally associated, and 
from the wide range of matters to be made subject to control 
from a common centre. The Commission remark that ulti- 
mate federation cannot follow any known pattern, and 
we doubt whether any advantage is to be derived from 
attempting noAV to sketch the ultimate form of future 
political association between British India and the States, 

Federation might possibly be evolved on some such lir.es 
as have been followed in the Dominions or in federal countries 
elesewhere, but we refrain at this stage from following the 
Commission into an examination of the methods b^'" which the 
end might be reached. The example of Canada has appealed 
to them, hnt the Commission go no further than to say that 
individual adhesion is a xiossible method of approach. We' 
arc ourselves by no means clear that adhesion to the legisla- 
ture of British India holds out greater promise than the ex- 
pansion and development of the Council for Greater India, 
and we. hesitate to assume that the relations existing between 
the provinces of British India and the centre will not neces- 
sitate a permanent central legislature for British India, deal- 
ing with matters which are of concern to British India alone, 
and lo wln'cli the States could not appropriately he admitted. 
W e think lhat the way should he left open for the continued 
existence, if necessary, of the British India legislature for 
British India purposes, and for the possible creation of an 

~~~ *Vokime H, Part TO. 
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all-India legislature in wMcli botli tlie States and the pro- 
vinces would be represented. 

In short, the time has not yet come for a choice to be 
made. A federation of all-India is still a distant ideal, and 
the form which it mil take cannot now be decided. The duty 
before us at this stage is to assist in arranging the prelimi- 
nary setting and in removing obstacles from a still untrodden 
path. Without indulging in remote speculation, we think 
it more profitapie and necessary to examine the concrete pro- 
jjosals which the Commission make for immediate action. 

213. Paramnuntcy.— We have already intimated, in the 
course of our examination of the structure of the central 
executive, our acceptance of the Commission’s suggestion that 
the exercise of paramountcy should no longer be a function 
of the Government of India. We propose now to discuss the 
suggestion in some detail. 

At the outset we accept the important distinction made 
by the Statutory Commission between the exercise of para- 
mountcy on the one hand and, on the other, the normal treat- 
ment of matters which are df common concern to the States 
and to British India. It is only in respect of the former that 
the Commission recommend that the Viceroy should be 
statutorily vested with the functions now exercised by the 
Government of India ; and the Princes themselves ask for 
nothing more. The object of the proposed transfer is not to 
change but to perpetuate the present location of responsibility 
with the agents of the Crovm, and the need for it arises partly 
from the anticipated increase of the responsibility or respom 
sivencss of the Governor General in Council to the British 
Indian legislature, and partly from the formulation of 
the ideal of a federated India. Whatever legal or constitu- 
tional arguments might be advanced to the contrary, it is in 
practice essential that the obligations of the Crown towards 
the Indian States should continue to be discharged through an 
agent whom the Crown is able fully to control. At the same 
time, as the Commission point out, it is in the last degree 
improbable that the States would ever assent to the idea of a 
federal association, whose democratically controlled executive 
could claim to exercise rights 'of paramountcy over them- 
selves. Any invasions or limitations of the autonomy of 
the States must come not from the Government of British 
India, but from the representative of the British Crown, to 
whom alone the Princes admit allegiance. 

We have anxiously considei'ed whether the object as 
defined above could be achieved by any means less drastic 
than those advocated by the Indian States Committee and 
the Statutory Commission. Our opinion that there is no 
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satisfactory alternative is not entirely nnanimons. One of 
ns holds tile view that the _ arrangement, under which the 
exercise of paramonntcy is constitutionally vested in the 
Q-overnor Oeneral in Council, should not he disturbed, except 
to the extent of providing* that those members of the Governor 
General’s Council, who may in future be responsible to the 
central legislatuz’e, should be specifically debarred from 
participation in the disposal of such business. In other 
words he considers that, in the event of the introduction of 
dyarchy into the central Government, all matters relating to 
paraniountcy should be classified as ‘ reserved If, 
however, the central Government is to be unitary, subject to 
the reservation of overriding powers for the Governor 
General personally in cei’tain matters, the exexcase 
of paramountcy- should, in his view, undoubtedly be a 
matter in which the Governor General should possess such 
powers subject only to the control of the Secretary of 
State. He further considers that, if his views as summarized 
above do not meet mth acceptance b3^ His Majesty’s Govern- 
ment and if members of the Governor General’s Council are 
to be relieved of all responsibility in regard to the functions 
of paramountcy, that responsibility should be vested in the 
Govoraor General rather than in the Viceroy. In urging 
this view (which for reasons explained below the remainder 
of us are unable to endorse) he is actuated by the fear that, 
if at some future date the offices of Viceroy and Governor 
General were to become distinct and to be held by two 
separate persons, baffiing and undesirable complications " 
might ensue- His general attitude towards the whole 
question is that the contemplated change involves a very 
drastic separation between British India and the States, 
which is calculated to render their eventual fusion more 
jdifficult than would otherwise be the case. 

We realize that this latter view is held in considerably 
stronger form in other quarters also, and that there exists a 
suspicion that the vesting of the functions of paramountcy 
in the Viceroy must, and may even have been expressly 
designed to, hamper and delay the progress of India as a 
whole towards true autonomy. We doubt, howevei’, whether 
this suspicion would be dispelled by the adoption of the com- 
promise favoured by our colleague. The dyarchic arrange- 
ment which he contemplates Avould be at variance ^vith our 
ideas as to the future constitution and functioning of the 
Governor General’s Council, and could, at the best, be only a 
temporary makeshift which would avoid rather than solve the 
ess,ential problem. The alternative proposal that the rights of 
the_ Princes should be safeguarded by the vesting of over- 
riding powers in the Governor General is open to the objection 
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that it would afford the legislature a constitutional locus 
standi in a sphere which, as our colleague himself admits, 
ought to be rosei'ved for Parliament and the Crown, and wmuld 
create a position with Mude possibilities of friction and mis- 
understanding. Finally'’, both alternatives would entirely fail 
to satisfy the Princes, whose hopes for the future are centred 
in the solution which we are advocaling. We consider that 
that solution tends to unity rather than to dissidence. We re- 
gard it, in fact, as by no means inconceivable that the sur- 
render of the funetions, of paramountcy to a democratically 
controlled Government of India would lead in no short space 
of time to open defiance of the latter, and perhaps even tu 
hostilities. It may be argued that the Government of 'India 
is not 3mt democratically controlled, and that the change 
'which we are advocating might well he postponed until that 
contingency has arisen. We would reply that we are 
satisfied that am'^ such delay would be dangerous. The 
influence of the legislature upon the central Government is 
already’' sufficiently great to justify the misgivings which the 
States entertain. Nor is anj’' one likelj^ to argue that they 
are mistaken in anticipating that it will rapidly increase. 
So long as this constitutional question remains open it will 
be a focus of controversy and friction, and the postponement 
to some future lime of a decision which we regard as in- 
evitable will only increase the difficulty of its eventual appli- 
cation. If it is defended and enforced now on the grounds 
which we have described above, we trust that public opinion 
may be_ brought to realize that it is not so comprehensive or 
disturbing a measure as it has been represented in some 
quarters to be. In all matters, Avhere British Indian inter- 
ests are concerned, British India vdll, as at present, have 
full constitutional opportunities for expressing, and, mth 
due regard to the rights of the States, enfoi'cing her desires. 
And even in affairs internal to the States there Avill be no- 
thing to prevent the Viceroy, if he so wishes, from obtaining 
the opinion of his Council in ajiy matters which, b7ir reason 
of their nature or intrinsic importance, seem to require 
scrutiny from the British Indian standpoint. 

It wnll be observed that we have, in the forog'oing 
observations, been at pains to use the term ‘ Viceroj’’ ’ in 
preference to that of ‘ Governor General ’. It is, in fact, 
our considered opinion that the Governor General should 
hereafter be appointed under the dual designation of 
\ lecro^- and Governor General, and that his functions in 
regard to the exercise of paramountcy should be statutorily 
vested m him under the former designation. The argu- 
ments on A^dach this proposal is based, though in part 
sentimental, appear to us to be cogent. It is on the King 
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JEmperor that the loyal sentiments of the Indian Princes are 
centred, and it is towards the Viceroy, as His Majesty’s 
representative rather than as the Governor General of India, 
that they, feel that respect and devotion which is so valuable 
a factor in onr dealings with them. 

214. Matters of common concern. — ^With regard to mat- 
ters of common concern the Commission make three definite 
, proposals, namely, that a list should be prepared of those mat- 
ters which are of co mm on concern to the States and to British 
India ; that there should be included in the^ preamble to 
any new Government of India Act a recital which would put 
on recoi d the desire to develop that closer association between 
the Indian States and British India which is the motive force 
behinfl all discussions of an eventual federal union ; and 
that x:)ro\nsion be made foi‘ the creation of a Coun- 
cil for Greater India for the purpose of joint consultation on 
matters of common concern included in the list. 

We supx)ort these three suggestions, but make the fol- 
lowing general observations. The list of matters of com- 
mon concern is to include from the outset thirteen matters 
which cover a large portion of the range of the Government 
of India. Defence is a noticeable omission, presumably in 
accord with the Commission’s recommendations to remove the 
administration of the army from the Government of India, and 
to^ constitute a committee on army affairs on which the States 
might be given representation. The list is to be included in 
a schedule to the Act and the matters included in it will 
require to be brought up for joint deliberation. The require- 
ment (jf joint deliberation imposes a restriction upon the free 
action of the Govenunent of India, hut we take note that the 
list is to be made in consultation and by agreement. 

We have no objection to a recital in the preamble which 
merely • places on record a desire for closer co-operation in 
the future. But in the form given to the recital* in the 
report there is approval of the principle of joint deliberation 
on matters of common concern at the discretion of the States. 
W^e conceive that the form of the recital will be determined 
‘by the conclusions reached as to the nature and functions of 
the Council for Greater India. Bepresentation on Ihe Council 
may he regarded as participation in a mutual yjrivilege, hut 
the view may be taken that its creation impo.ses a constitu- 
tional limitation on the free action of the Government of 
British India. The implications of the recital proposed by 
the Commission are that while British India is given no dis- 
cretion and must submit to discussion of its functions, so far 
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as they fall wiiliin the list of matters of common concern, £<■»!• 
llio States submission is optional. No Indian State noon come 
’.vithin the seheine, unless it so desires, 

215. The Council for Greater India, — The provision for 
the Conncil for Greater India is a statirtory discretion in tlie 
Oj'ov.m 1 0 create the Oonneil for purposes of consnltation. Wo 
have no particnlar comments to make on the suggest, ed com- 
]}o.sition of the Oonneil, or on the proi)ortions proposed 
respociively for the representation of the States and of 
British India. We think it probable, however, that on i>rne- 
tlcal grounds it might he necessary to increase its total mem* 
liorshlp to not less than 60, of whom ahont 20 might he re- 
pre.senlatives of the States. As to the scope of tlic hinetion.s 
of the Oouaeil, the power given to the Viceroy t(* certify 
from lime to time such other matters as he may consider 
snitahle for consideration hy the Council introduces elasticily,^ 
hut the demand might be made from the British India sirte 
that additions to the list should be made only Iw rule. We 
agree that the functions of the Comicil should ho consult a- 
livo only, but in some respects the consequential proposals* 
made bv the Commission induce misgiving. Instead of re- 
porting to the central legislature and to the Chamber of 
Princes, a more suitable arrangement might be that it shoald 
advise the Viceroy and Governor General. In tlm second 
jilace wo are doubtful whether the Council should possess 
the administrative power of aiopointing committees of in- 
vestigation and report. Lastly, since the Council is itself to 
he composed of mixed elements we are not entirely satisfied 
of tlie need of any provision for meetings of a 'joint com- 
mittee dviiwn from the Council and from the central 
legislature. 


These lioymver are matters of detail snsceptihle of ad- 
^n.stmont hy discussion. In the meantime wc I'opeat onr gene- 
ral agrocmeut wiili the Commission’, s snggostioius. Wc I’e- 
gard them as a valuable contribution to current political 
thouglit on an exceedingly difficult problem, and wc trust that 
they may attract support both from the Princes and from the 
representatives of British India at the Round Taldc Confer- 
ence. 


216 Economic and financial relations.— Before we leave 
lio prohlem of relations with the >States wc take thi ,9 oppnr- 
inmty to refer to developments outside the recommendations 
1 .he Commission. It is well known that for some years past 
r been claiming a share in the customs rcvcuiic 

o the Govornincut of India. The.se claims wore preseuted in 
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considerable detail before tbe Indian States Committee, -wliicli 
recommended that an expert committee shonld be appointed 
to enquire Into the reasonable claims of the States, or groups 
*Tif States, to a share in the customs revenue, as also into any 
reasonab/le claims 'under other heads, and at the same time in- 
vestigate the adequacy of the contributions of the States to 
Imperial burdens. Subs,equent to the publication of the re- 
port of the Indian States Committee, the claim of the States 
has developed into something wider and more comprehensive 
than a 3'equest Tor a share in the customs revenue of British 
India. They ask in effect for a survey of the whole field of 
their financial and economic relations with the Government of 
India. 

In their report'^ the Indian States Cormnitteo rejected 
the contention of the Princes that the indirect taxation of their 
subjects by means of our customs tariff is ultra vires from 
the iioint of view of international law and partakes of the 
nature of a, tmnsit duty. Our own exhaustive examination of 
the claims put forward has failed to reveal any ground on 
which i-elief can he claimed as a matter of right, either under 
-- ireaty obligations or from past practice ; and our broad con- 
clusion has been that the question is but ^ one aspect of the 
many-sided problem of the political evolution of India and of 
the future relations, especially the future financial relations, 
between the Government of India and the Indian States. We 
have, however, long been conscious that, from the point of 
view of equity, the operation of the customs tariff has pro- 
vided the States, or at a,ny rate some of the most important 
among them, with what they believe to be a grievance. There 
is the further consideration that for the reasons anticipated 
in Sir Walter Layton’s scheme, the burdens imposed on the 
States through this indirect taxation of their subjects may 
become heavier in the near future. 

217. The need for a solution. — Apart however from con- 
siderations, of equity, there are now new arguments of even 
greater practical importance which in our view necessitate 
an early review of our financial relations with the Indian 
States. In the first place such a review seems to follow in- 
evitably n]Doii the proposal that the Viceroy and not the 
Governor General in Council should be the sole agent .of the 
Crown for the exercise' of paramountcy over the States. If 
this proposal is approved British India may maintain that 
its -ovm legitimate revenues should not he called npon to 
defray. tJie expenses of thi.s new relationship. We anticipate 
therefore that it may become necessary to have a completely 
separate political ” hndget directly financed, so far as may 
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be found possible, from the contributions of States and tkeii 
sulijects, wliieb at present fall to Britisli Indian revenues. 

Secondly, tliough ve are, as we have stated,^ in full agree- 
ment vdth Uiat portion’' of the Statutory Copunission's report” 
which recommends the creation of a Council for G-reater India 
for the treatment, in ‘a consultative capacity, of matters 
of ail-lndia concern, Ave think that the consultations of such 
a Council would have much more reality and practical nsefnl- 
ness if the States had a definite financial interest in that por- 
lion f»f the agenda wliieh relates to Iho indirect taxation of 
their subjects. 


'I’ho third and most important consideration is tlmt 
the nalnral and harmonious development of the financial and 
economic programme, suggested by the Slatutory Commission 
for expanding' the rcsonreos of British India, Avould be nmch 
more eirocthmly pursued it Ihe co-operation of tlic Slale.s 
could be assured. Sir Waller Layton hast expressed the 
opinion that, if his proposals are to succeed, '' some means 
must ho found of harmonizing financial poliev in tlio Iavo 
sections of the country ’b 


218. The possibilities of confiict.— In our vieAv the require- 
ments of tlie future will demand such a harmoiij’’ not only 
in the sphere of finance and taxation, but also in such matters 
as legislation affecting the _ conditions of industry. For 
example unless the co-operation of the States can be secui'od, 
there is a real danger that the absence of restrictive Factory 
Acts may attract industries to the, Indian Slates to the detri- 
ment of British India. In the sphere of finance and taxation 
the need^for uniformity of practice between British India 
and the^ States is becoming increasingly important. There is 
the obvious case of the income-tax, in regard to Avhich a dis- 
parity of rates may lead to a removal of business from British 
India, a danger which becomes greater as the rates of income- 
''f"‘ *'■“ or ports 

maijlime States has raised questions, Avhich concern not nnlv 
onr sea customs x'eveunes but also tlie eonLthig SteinSi 
of traders m Amrious parts of India. In so fnr a<s r, f 
revennos are concerned, Ave ha^e ISeif 
appeared to ns necessary and iuslifiahle fm- tlin '*^‘1 

onr interests, hut such moasnics Sio/Si 
by friefion, controversy, and administmhVp a^tfended 

and Aje should greatly prefer an agreed settlemPiTt^^^^T'^^f 
would remove all obstacles to the natural a-, 

clove lopment of IocIm-s commemioafions by soo 

Laatly, .f VO arc m futaro to develop opr 
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by ro8orl U) jigav all-iiirlia exeinos, of llie nature coiit euipiated 
by Sir "Walter J-raytoii, the co-operation of the States will be 
eBBoiiliah '^L’liis need can be easily established by a single 
illusli-alion. If the manufacture of matches were to be per- 
mitted without excise restrictions in State territory, the con- 
sumption of nntaxed matches in British India on a very large 
scale would inevitably folloAv, and no system of customs 
barriers could be developed on a sufficiently Avide scale at a 
vsufficioutly reasonable cost to prevent that consequence. 

219. An economic union. — We have given this brief state- 
meiil of an imiDending problem in order to indicate that, Avben 
discussion turns on AA’^ays and means to bring about an asso- 
ciation betAveen Britisli India and the State.s, the matters at 
is.sue are not academic. Jmx)ortan( practical considerations 
are invoLved. The hnaiicial and economic' issues alroad\' 
raised betAAmen the tAA'o component parts of Greater India 
necessitate early solution. TVe do not claim to liaA^e formed 
decided Adews. The AAffiole question must inevitably be con- 
sidered at the Bound Table Oonfereiice, Avbeii representatives 
of the States and of British India Avill have equal oppor- 
imiities of expressing themseWes. We can at this stage tlo 
little more than put foi'Avard certain principles Avhich appear 
to us likely to govern the case. 

In Ihe first place, there can be no diminution by the 
Government of their right to leA’^y and retain customs duties 
ojii idl goods imi>orted at British India ports, eA^en though 
destined foi’ consumption in Indian States. But the G-oa’' em- 
inent of India can in our opinion imoperly agree to rcAdoAV the 
position on equitable grounds, for the reason that tlie customs 
revenue and import duties have in recent years come to boar 
a substantially different significance to that Avliicli thev I tore 
Avhen the original treaties and arrangements with the States 
Avere settled. 

Secondly, if consent be gWeii to take into account co)i- 
siderations of equity in a rcAdcAV of the customs situation, it 
should be eouiiterbalauced by a simultaneous reA'ieAi^' of the 
position as regards the States' contribution to the cost of 
defence and of other Imperial seiwiees, which ^ relieAm the 
Stales of cxxicnditnro or contribute directly or indirectly to 
their benefit. Financial investigations Avould therefore eover 
tlic Avhole field of claims by the States against British India 
revenues, and counterbalancing claims by British India 
against the States. 

t\dion the accounts of both sides have been draAvn np, 
some Sfafos may bo found to liaA’^o a credit balance ; otliers 
be found to be making less than a xifoxiortionate conti-i- 
bution to Imxierial burdens. For this reason, no financial 



19S 


settlenxcnl aiiould be juacle with uiclividual StuLea ihal dues 
not have regard to the entire account. Each .settlement must 
be an integral part of a g’eneral settlement between British 
India and the States as a whole. Further, before any financial 
settlement be entered into, the States concerned should bind 
themselves to the adoption of a policy uniform with British 
India, in regard to such matters as commercial and industrial 
legislation, the level of tlieir excise duties, and the rai.c of 
their income-tax. The proceeds of such uniform taxation, 
including customs dutio.s eolleei ed hy maritime States at their 
ports, should lie credited iido a common xjool with a view to 
its ultimate distribution on such equitable principle as may 
be agreed upon, and there should ho full facilities for inspec- 
tion by an all-India inspectorate staff, in the recruitmenl. and 
control of which the States rvould have a share. 

In no ease would retrospective effect be given to any 
financial settlement or part thereof. 

220. A settlement hy agreement.-— We set out these broad 
principles for general consideration. We recognize that con- 
troversial issues are raised, but the problem is pressing, atid 
it is essential that such solution as may bo reached should 
carry conviction on both sides^ in the Slates and ia) British 
India, that the interests of neither have been ignored or 
sacrificed. It seems to ns that the best occasion for reaching 
an ag'roement satisfying this coaidition will be afiorded by 
the forthcoming Round Table Conference, and we recommend 
that every advantage should be taken of the opportunity. If 
there were to he complete agreement as regards principles, it 
would remain only in the case of each State to translate those 
principles into terms of a financial settlement. A .second 
alternative, the possibility of which we do not exclude, 
would be an agreement between the representatives of the 
States on the one side and of British India on the otljer, that 
the %rhole question of the future financial and economic 
relations should be referred to an arbitral tribunal, whose 
decision would he accepted as binding on both parties. 

THE HOME GOVERNMENT. 

221. The executive authority of the Secretary of State. — 
In an earlier portion of this despatch we have described Ihe 
constitutional importance attaching to the recommendation 
made by the Indian Statutory Commission that the- members 
of the central Cabinet should he appointed hy the Governor 
General. We have sought to show in what way such an 
arrangement will affect the relations of the executive with 
the legislatyre, and to suggest how the recommoudations 
of the Indian Statutory Commission might be developed 
into a working partnership in administration in India. When 
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\vc* pruoutjd to consider iiio3'e closely liow a central Onbinet 
j'estiiig on sucli a basis slionld be related to authority in 
lOiigland, ivc tliink that the general tenor of the recom- 
mendations of the Indian Statutory Commission involves 
that the Secretary of State shall in future exercise ovej" the 
Goveiamient of India only a power of superintendence, direc- 
tion and control. tYc consider it of some importance to 
place beyond jpossibility of doubt a position which to some 
JTtiiids may appear obvious, for the “ doctrine of agency ” 
has at Limes been strongly pressed. In earlier years this doc- 
trine encouraged a tendency to bring the Viceroy into the 
.same relation to the Secretary of State as that in which an 
Ambassador or Minister at a foreign court stands to the 
Secrelaiy of State for ForeigJi Affairs, and it was relied npon 
by Lord Morley in assej-ting for ibe Secretary of .Stale ilie 
extreme iiower of giving direct orders to every officer in India 
from the Governor General to tlie humblest servant of Gov- 
ei’jnnont in the districts. 

In fntnre, according to the recoimnendations of the 
Indian Statutory Commission, the power to appoint the mom- 
Ijers of his Oahinet, alike in provinces and at the centre, 
Avould I'ost with the head of the administration. This ap- 
XJears to' involve that the Governor Oenei'al and Governors 
would conduct the administration iviih advice from mcmbei’s 
of their Cabinets and under the control, greatei* oi* less, of 
the Croum. Provincial Cabinets would, save for the over- 
riding i5owers of Governors, and a limited superintend once 
from Ibc centre, bo subject only to control by provincial 
Jegi.slatures. As regards the centre, “ Hhe executive ” 
say the Commission, “ A^dil to an increasing degree be 
responsive to the Avill of the federal • represeiitatiAms ’b 
Such aji arrangement in our view ivould seem to 
preclude the retontiou by the Secretary of State of a primary 
power of administration devolved npon him from the CroA'^n. 
The future constitutional position in the presence of execu- 
tive Governments so constituted Avould naturally be that 
the administration Avould become vested in the OroAvn, 
and e.xercisable at the centre by the GoA'^ernor General and 
in provinces by the Governor, but subject to such superintend- 
ence and control on behalf of the Crown as might in each ease 
be found approp3*iate. The scope of the authority of the Sec- 
retary of Slate Avould then be tAvo-fold. First, he would be 
the adA'isci' of the OroAvii, or, if devolutibu Avere made to him, 
tlie lirst executive authority for matters reinoved from the 
jui'isdictioii of tlie GoA’'erumeut of India. ^ For instance, the 
original authority for the maldng of treaties, the exercise of 
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paramoniitoy; the contraction of loans of particular kinds, and 
the recruitment of certain services might vest in the Secre- 
tary of State. But his duties of this nature would be limited 
to the particular matters, specifically removed froin the gene- 
ral devolution of authority from the Crown to the Governor 
General or the Governor, Second, the Secretary of State 
would exercise powers of superintendence,. direction and con- 
trol over heads of administrations, corresponding to the obli- 
gations laid upon them. 


222. The Secretary of State’s powers of superintendence, 
direction and control. — We have already explained how our 
conviction of the necessity for a partnership between Britain 
and India has led us to the conclusion that Parliament should 
consent to specify the purposes for which alone it will assert 
its authority in the administration of India. We are accord- 
ingly unable to accept what we take to be implicit in the 
*reeommondatious of the Indian Statutory Commission, 
namely, that the Governor General in Council must in terms 
continue to be subject to the undefined control of the Secre- 
tary of State, but that in practice tlie intervention of the 
Secretary of State should depend very largely upon Mie atti- 
tude of Parliament. In regard to provincial administration 
ire agree that t“ it should no longer be open to the Secretary 
of State to issue orders on matters which are of no concern 
o.itside the province itself, other than the limited class in 
regard ^to which special powers are reserved to the 
Governor We agree also that at the centre the -oersoiial 
powers of the Governor General should he placed under the 
unrestricted control of the Crown. But it is implicit in our 
recommendation for a specification of the purposes of 
Parliament that both the Governor General’s special rjowers, 
and also the Secretary of State’s powers of superintendeno.o, 
direction and control, should have no other extension than 
these purposes. 


223. The power of appropriation.— The disposition .of 
executive authority, which we have just suggested, has its 
natural parallel in the field of finance. It implies a corres- 
ponding disposition of powers of appropriation. At- nresent 
tlie revenues of Bidia vest in the Crown. In theory all appro- 
priation IS subject to the control of the Secretary of State 
in and requires tlie concurrence of the Council of 

India. But rule and practice have brought about a wide de- 
parture irom the theoretical position. In regard to voted 
power of appropriation has passed to the 
legislatures in India and to the Governors and the Governor 
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Grenei’al, and in regard to non-A^'oted ex^jendituro is exorcised 
by the Grovernmeiits in India. ProAnncial Grovermnents, in 
consequence of the devolution of authority and the allocation 
of reA’^enues made to them, do not require the previous sanc- 
tion of the Secretary of State or of the Council of India 
before approaching their legislative councils for voted supiDly, 
or approiDiiatiiig moneys . for iioii-A’-oted expenditure. The 
Government of India, hoAvever, are required to submit their 
amiual pi’oposals for appropriation for the preAuous sniietion 
of the Secretary of State and the Council of India, receiAung' 
for ihon-voted exiDenditure autliority to make the necessary 
appro]mytion, and for voted exjDendituin Avhat is, in e'ffect, 
iDeitmission to obtain A\diat supply they can from the 
Assembly. This position Ave regard as administratively 
neither necessary nor convenient. If the Governor General 
is to. he made by statute primarily responsible for His Majes- 
ty’s Government in India Avith advice from members of a 
Cabinet Avhich lie AAn.ll himself select, the poAA^er of appropria- 
tion should in the first instance and by statute lie unth him and 
his legislature. This necessity Avill he the more ajipai'enb if 
Parliament accept the proiiricty and Avisdoni of defining the 
purposes for Avhioh it will control the Government of India. 
For if the interest of the Secretary of State is limited to the 
fulfilment of these purposes, it would seem unnecessary that 
he should concern himself Avith the details of the Indian 
budget, or that the Avhole aimual scheme of Indian finance 
should be subjected to close aud meticulous control, 

224. Metbxid of specification of the poAvers of the Secre- 
tary of State. — We have already described iu this despatch 
certain purposes which Parliament will he interested to 
secure. It is not possible in the circumstances in which this 
despatch is written to explore the Avhole field. The formu- 
lation of precise and exhaustive prescriptions is a matter to 
be undertaken at greater leisure. But our conception of 
partnership demands thati Parliamentary purposes should 
be capable, of definition. Our argument Avould, therefore, 
be incomplete if Ave did not show that, as Ave consider desir- 
able, specification of the functions of the Secretary of State 
is likely to prove feasible, and if Ave gave no indication of 
lines on Avhich it might proceed. We gather that the Indian 
Statutory Commission, although like ourselves they were 
unable to pursue a detailed enquiry, regarded it as not im- 
possible that such a definition should he 'made. For they 
make the following remarks : It may be that fi.elds of 

administration can he mapped out, in Avhich it can be said 
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wjtli coiifiaouco lJia( no qno.slioiv will arise upon avMcIi Mis 
majesty's Government would JCcel bound io resci'vc to ilscU' 
Ihe'/inal decisioji, notwitbstanding the agreement of tlie Gov- 
ernment of India and the Indian legislature.' We caiiuot 
ourselves suggest one and are, therefore, unable to I'ecom- 
mend any extension of the principles of the ‘ hscal conven- 
tion ■ We ourselves approach .the problem from a soine- 
whal different angle, having regard rather to general pur- 
poses, whiclx must be secured by Parliament in whatever field 
of administration they arise, than to partienlar^ subjects 
wJiicb can be made immune from or liable to Parliamentary 
intervention, lint we roeognke that a domajvation winch 
»ceks to give to Indian administration the fullest reasonable 
degree of freedom from external control, must, even if it 
starts from broad principles, descend to the consideration of 
particular functions. The distinction will be perhaps moi-e 
clear if we consider the methods by whioli the necessary 
specification could be made. Three methods have suggested 
themselves to us, namely positive enactment, statixtory rules, 
and some form of declaration, possibly made by the Secretary 
of State and accepted by Parliament. The method of positive 
enactment appears to us to be unsuitable, because our aim is 
to define the purposes of iutorvexffion in sucli a way that they 
may bo capable of changing as circumstances permit in the 
direction of gi'eater freedom in the Government of India, 
nie method of declurulion may be appropriate for purposes 
of illustration, and in order to set forth the spirit wJiich will 
iuiinuile the opex'ation of formal imovisions. But wc would 
not ex])C(i it l)y itself to prove sufficient, for the diffex’en- 
tiiitioii v/hicii Ave seek must, Ave anticipate, be placed ulti- 
mately on a statnlory basis, if Indian opinion is to liave ade- 
quate ass\n-ance. Such a basis might, as in the past, be 
found in statutory rules. We do not contemplate that these 
rules Avonld (dlect a tripartite classification of subjects, 
adding to the existing classification of funclions as central 
and provincial a third category of Parliamentary bubject.s. 
The existing classification i>rocoeds from the assumption that 
all functions of goverximexit, with certain exceptions, are 
exercised by antlmrities in Ixidia, axid arranges these func- 
tions in central and provincial compartments. What we 
Avould seek to do is, AAdiilc resixecling that almost exliaustive 
allocation of functions to anthoxity ixi India, to define the 
objects for AAdiich Parliamentary intervention in central 
administration may be practised, Avhatever function of 
government may be concerned. It Avonld seem to follow that 
an appropriate method of specification Avould he to draAV the 
statutory rules in a broad and general form vntb reference to 
the xhirposes of intervention, and if it Avere found necessarv 
to bring them into close relation to the classified functions of 
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goverimieul to nniplii'y the j'uteH by some tsubsLdiary doclara' 
tion, illnstratiiig- oi* it might be Jimitiug the npplicatioji of the 
yevoral nileB to the soveTal function s. 

225. Statutory rules. — A precedent fof what we ^eek may 
be found in the existing rules imder section 19A of the Gov- 
ernment of India Act, relaxing the ])Owers of the Secretary 
of State lo control the administration of traiisfej'red SLibjects 
in provinces. Tliese ]‘ules are broad definitions of certain 
purposes of control, and, so far as we av(' aware, their trans- 
lation into deiailed i)i'actice lias b<!eu attended wUh little diffi- 
culty. In the central field, however, which we are now con- 
sidering, the purposes to lie .secured are more important and 
more jpervasive of t]u^ administration. "Wc hav'^e givcni such 
consideration as time permitted to an exploration of the 
ground to be covered, and in tlie portions of tliis desjiatch 
dealing with central fi,nance and with commerce we have 
explained in some detail the views wMch we entertain. We 
are not, hoAvever, in a position to draft the rnles which we 
would regard as suitable. We can at present do no more 
than suggest categories of interests in the hope that our 
object at this stage, namely, to show that specification is 
likely to prove feasible, will be thereby attained. T</ that 
end, and with a desire to assist the fuller investigation 
which we recommend, we suggest the following : — 

(3 ) the administration of subjecis entrusted to the 
Secretaiy of State ; 

(2) tile d<d’eiice of India againsi. external aggression ; 

(3) Imperial interests including foreign affairs ; 

(4) questions arising between India and oilier parts of 

the iBritish Empire ; 

(5) international obligations, or any obligation arising 

from an arrafigement vnthin the Empire, to 
which India is a party, or which is otherwise 
binding upon India ; 

(6) the conditions of internal security ; 

(7) the financial stability and credit of India, and the 

fulfilment of existing obligations ; 

(8) the protection of minorities ; 

(9) the avoidance of unfair economic and conmiercial 

discritfiination ; 

(10) the rights of services recruited by the Secretary 

of State ; 

(11) the maintenance of the constitution. 

226. Interpretation of the rules. — What degree of 
elaboration the necessary rules would require in order to cor- 
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leiute (liem to particular snl^jects -would to some -extent 
depend on tlie assurances wliicli particular iutereetb sucli as 
minorities and establislied commerce and iudiistry miglit 
reasonably require, and on the extent to which mi practice it 
might be found desirable to have a more detailed exposition 
of Parliamentary control. We ourselves would prefer that 
inst as the rules under section 19A were in provinces trans- 
lated into administi-ative practice without difficirlty, so the 
))road rules we propose for the centre should be left to their 
natural operation without any formal elaboration. But if 
.such claboj-atioii were found necessary, for instance, in the 
fields of finance and of commerce, we think that a method 
of description and illustration would be appropriate. We 
would deprecate anything of Ihe nature of codification, for it 
would in our view be unfortunate if any document in elabo- 
ration of the rules came to he looked upon as a digest of 
powers which ordinarily must be exercised. The road to dis- 
continuance of control is best laid open by stopping short at 
rules broadly expressed, and by giving to any sttbsidiary 
definition, should such be necessaiy, a jiermissive form, 

227. The Council of India as an independent authority. — 
Its financial veto. — If we have succeeded in establishing the 
true constitutional position that authority of administratioji 
and appropriation may be directly devolved u])on the Governor 
General, and that the Secretary of Stale would then occupy u 
position from which he maj' exercise specified control, it 
remains lo cjupiiro whether ilicre is room for a third statu- 
tory_ iudepondent authority. There is a strong body of 
opinion in India wliich regards the Council of Lidia as super- 
fiuou.s, or even a.s an obstacle to political advance. Those 
who hold these views might fairly maintain that the prin- 
ciple.s on which our proposals aro based preclude the reten- 
tion of the Council. Foi’, they Avonld argue, Ayhere Parlia- 
mentary purposes Avere involved the Council of India Avould 
be out of place, and AA^hero they Averc not inAmlvcd, it Aix-nld 
not bc necessary, since the Indian legislatm-o Avould he in a 
position lo protect itself. 

The functions of the Council fall -into Iavo classes. If 
tenders advice to the Secretary of Slate. In certain mailers 
it grants or Avithhold.s assent Avilhoul Avhich action cannot be 
taken. Wc .shall deal presently A\'ith the Council of India a.s 
an adA'isory body. For Ihe moment Ave aro concerned Avith 
its position as an authority independent of Parliament and the 
Govoriimeni of India, exercising a A^eto over expenditure and 
over variations in conditions of service. Wo agree AAuth the 
Indian Statutory Commission in considering the i^ancial 
veto of the Council to he of moment only in regard to non- 
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voluble expenditure, and for the protection of the Interests 
01 India against claims by dejiartments of the Home Govern- 
ment. 'We, therefore, see no justification for the retention of 
the veto in regard to financial proposals emanating from the 
Government of India, and ^YOuld not favour its continuance 
except for use on ocpasions when Parliament proposes to inter- 
vene in liidian administration. There is force in the observa- 
tion of the Statutory Commission that, if military expenditure 
were determined by agreement at a fixed sum, there ivould be 
little advauiago in I'etaiiiing the veto. Wo have elsewhere 
proiDosed that supply j‘or defence should bo fixed and deter- 
mined at intervals by a special proeedare. IC that course 
were adopted, there might be' little necessity for rolaiiiing the 
veto of Comicil. Bnt whatever the decision may be regarding 
appropj'ia lions for defence, we would prefer lhat the principle 
of arbli.ratiou should be established, and that differences 
between His Majesty’s Government and the Government of 
India in regard to non-votable exiienditure should bo settled 
by negotiation^ and, if necessary, by adjudication. W^e are, 
therefore, inclined to the vieiv that the future constitution 
wonld leave little room for the Council of India as an inde- 
pendent authority with power over appropiiations, and we 
anticipate that any such differences of opinion as might arise 
between the two Governments could be settled in a manner 
more consonant with the freedom, which the Government of 
India may suitably enjoy. 

228. The same. — Its control of service conditions. — h’he 
second function of the Council of India as an independent 
authority is its control over the rules governing the services 
in India. In this regard we observe, first, that according 
lo tJie proposals of the Commission the scope of this func- 
tion will in future be much restincted. In the second place 
l.hc concern of the Council of India is with rules altering 
conditions of service, and not with the application of these 
rules to individual cases. Nevertheless, the protection which 
the functions assigned to the Council of India have afforded 
in the past has been highly valued by the services, and tho- 
maintenaiice of some protection of this kind may considerably 
affect the flow of recruitment and the peace of mind of those 
still in service in India. We consider that the Secretary of 
Stal.o will continue to require advice in regard to the services 
and that that advice mn.st be of a kind which will command 
sei'vice confidence. We do not, however, feel convinced that 
proloclion must be given by the existing methods or that 
merely in the interests of a comparatively small iinmber of 
services the Comicil of India should be retained as an authority 
competent to withstand the' wishes of the Goveimment of India 
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and of His Majesty’s Goverimient. We would prefer a method 
whei'ohy the Seci’etary of State in these matters was statu- 
torily required to consult a body eontaimng those who- had 
recent expeiuence of service conditions in India and recog- 
nized a convention that their advice would not ordinaril;^ be 
disregarded. For these reasons, if the alternative suggestions 
which we have made prove io be capable of adoption, wo are 
prepared to see the disappearance of the Council as a body 
independent of Parliament and the legislatures in India. 

229. The Council as an advisory body .—As an advisory 
body the Coureil of India bas appeared to mpy observers 
to be somewhat ineffective, and to others to encourage a ten- 
dency to do over again ai Whitehall worh which has been 
done ill India in closer reiaiioii.s Io actual conditions. The 
fSeeretary of State is under no obligation to convene the 
Council oftener than once a month, to attend its meetings or 
to accept its adidce, and it is generally believed that succes- 
sive Secretaries of State have in veiy unequal degree avail- 
ed themselves of the assistance which the Council is able to 
.afford. Jf, as wo hope, Parliament, is prepared to specify 
the piiviioses of its int erven lion, the Secretary of State will 
require .'^dvice in a more limited range of subjects than in 
the pa.st, and it is possible that the advice which he would 
require will not always imply the need for In^an experience. 
He vail continue to stand in need of advice in military mat- 
ters. Equally important is the advice which he should 
receive in regard to finance. We have already indicated that 
on service matters he .should have recent experience of ser- 
vice eoTidition.s in India upon which he would call. We are 
not, hov ever, convinced that the need for advice will justify 
statutory profusion for a corporate body of advisers, and we 
would indeed he inclined to think that the financial advice 
should 1)0 obiained from a special committee smaller than the 
Council, and com]30sed exclusively of persons in close contact 
with the practical finance of the day. But the method by 
■w'hich the Secretary of State may obtain advice is not a 
mailer with whicli Ave arc primarily concerned, and Ave would 
‘Inire only stress the uecessily that he should ha.ve suitable 
expert advisers iu regard Io ser\rices, finance, and military 
problems, ami 1hat their experience. A\dieu it is Indian, should 
be recent. 

GENiOKAL KESULTS. 

2B0. British India a political entity. — So much by way of 
ilelailed criticism and rocommeudalion the time at our dis- 
posal has ]Aermitted and our duty has seemed to us to require. 
In another portion of this despatch we have set out the 
prmci]qc‘s Avliich in our augav should govern advance. We 



la^'o {iceopied the priiiciplcB of a growing constitution 
_ind of an ultimate federation of all-India, and wo have in 
7arions places described oUr proposals for a parlnersliip be- 
Aveon India and Gi'oat Bi'itain in the admin i si ralioai oC British 
India. Observing scruiDulously the pronouncements Avliich 
iiRAm in tJie past, been made on behalf of Parliament in regard 
to the nature and pace of reform, and endoavoniing to appre- 
ciate. and pay due respect to Indian desires, we have never- 
llieless adopted no rigid mould into which the new constitn- 
tion of India should be forced. At the onlset we described 
the demand of Indian public oihnion in rclalioii i(j the a]i- 
nonneemenl made by IJis Jlxcellency Iho Viceroy and Ooveraor 
Oenei-al on (lie .‘list October 192 !) declaring the attainment of 
dominion stains to he '' llio natural issue of India’s consti- 
tntional progress ”, and recorded onr opinion Unit Ihc 
broadest reasons of lm])erial polic^y reirdereil it impcralivo to 
spare no efforts, and even to take some risks, in order to 
arrive at a consiitnlional solnlion which might carry the 
snlistnntial assent of reasonable Indian ihonght. 

n’lio r<'c-ommendations of the Indian Btatntory Commis- 
sion as to' the provincial constitutions, with whj^h'in general 
we agree, I’opvesent a generous response Iff' the poi3nlar 
demand for liroAuncial autonomy. They contain within them- 
sohms the means of increasing adaptation to local circum- 
stances, and to the wishes of those who will he cliarged with 
the task ’ of Avorkiiig the constitution that the Ooimnission 
have ontliiied. Onr projiosals, for the centre, in amplifica- 
tion of the iDlan put forward by the Commission, have been 
designed with a double purpose. On the one hand rve have 
sought to examine the means by Avhich the relations between 
executive and legislature can be established on a basis which 
offers a reasonable chance of harmony in working. On the 
other we have oiideavonred to point tlie way to action that 
may uoav be taken to place upon the constitution the first, 
but definite, impress of dominion status. If we read history 
. aright, it is exactly in this way that each and all of ilie 
Dominions liave attained to constitutional nationhood. 

Accepting the recomincndaiions of the Commission Hint 
the members of the central Cabinet should be appointed by the 
Governor General, we IiaAm draAvn Avhat aiipeared to ns tbe 
consocpieTiiial inference that the exercise of the functions for 
the Government of India, which reside in the Crown, should 
he directly devolved upon the Governor General, and that 
therewith should go the power to appropriate the revonnei? of 
India. We -fliink it right to- state clearly^ t.hai if lliis 
were done the Government of India wmnld no longer merely 
he the agent of the Secretary of State. For the first time it 
would possess a distihct individuality. It would, it is irne, 
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bo within specified liinits mider the control of His Majesty’s 
Government but it is of the essence of our proposals that 
that control should be of such a nature as to establish partner- 
ship in place of subordination. The Government of India 
would then be 'a distinct entity, capable of acting in domestic 
matters on its ovni initiative and, within the ambit of its un- 
controlled powers, free to pursue its own policy. Yis-d-vis 
Ihe Dominions and foreigii countries, it would occupy the 
new position which growing freedom in the conduct of 
external alt'airs would connote. That it would not be an 
entirely independent Government is due to circumstances, 
inlernal and external to India, which are generally familiar 
and which iiivosl the problem inth such peculiar difficulty. 
But while wo are bound to .‘suggest, means by Avhicb proAusion 
enii be made for the period of transition Avliich must elapse 
before the complete fulfilment of British pnr])ose, as declared 
in llio announcemenis made on behalf of His Majesty’s 
Goveiniment, aa'G would set no artificial or statutory harrier 
to the natural evolution avg desire to see. We believe that 
the groatei- part of Indian opinion aauII he ready to recognize 
the special interests of Parliament, provided that Great 
Britain on liSr side is prepared by action to shoAV that she 
does not falter in her desire to invest India Avith the con- 
stitutional status that she seeks, and that her political 
deAmlopment appears to us to justify. We would accordingly 
hope that if our suggestions are placed at the disposal of 
the Conference, they may he of some assistance to those 
on whom will rest a lieavy responsibility, and the result of 
Avhose labours all Avho can measure the issues- that are 
iuAmlved Avill anxiousV await. 

We have the honour to be, 

Snt, 

. Your most obedient, humble servants, 

(Sd.) IBWIN. 

„ W. R. BIRDWOOD. 

„ G. RAINY. 

„ J. CBERAR. 

„ GEORGE SCHUSTER. 

„ B. L. MITTEB. 

„ PAZL-I-HUSAIN- 
„ J. W.BHORE. 



APPE^TDIX I.- 


NoTEi BY THE OeNTBAL BoARD OP ReVEKTTJE ON CUSTOMS {vide PARA. 251 
OF Vou. II OP THE REPORT OP THE INDIAN STATUTORY COMMISSION). 

Hevenue Prospects {Ousionis). 

e 

Paragraph 251 of Volume II of the report purports to deal with 
central re-\enues in general, but, apart from a passing reference to 

t rowing income-tax receipts. Sir Walter Layton’s discussion is con- 
ned to the customs revenue. In tliis paragraph he makes no defi- 
nite estimate of its future growth, but in paragraph 289 (page 252) 
he estimates an annual expansion of f erore, on the assumption that 
Burma will be separated, and that import duty at existing rates will 
be charged on imports fi*om Burma. We propose to discuss para- 
graph 251, first of all, without reference to the effect of separation. 

2. Sir Walter Layton begins by referring to the effect of mon- 
soon failtmes on the revenue. He then refers to certain projects which 
should have a stimulating effect. He quotes certain figures exempli- 
fying recent growth of trade, and deduces that expansion will be 
more rapid in the future. He sounds a note of warning as regards 
the existing tariff which he thinits may be above the point of ” dimi- 
nishing returns ” on some articles,' and refers finally to the depress- 
ing effect of high protective tariffs on the revenue. We propose to 
consider : — 

{{) How far the figures which Sir Walter Layton quotes are 
reliable. 

(ii) How far the eonclusious which he draws from these 
figures and from other considerations are justified. 

(m) To what items we can reasonably look for expansion, and 
to what extent. 

(w) What factors ara likely to interfere with normal growth. 

We propose to deal with the advisability of reducing some of our 
rates of duty in a separate note. 

3. The only figures Bir Walter Layton has quoted in support of 
his views are those at the foot of page 221, which are talcen from the 
Review of the Trade of Lsdia for 1928-29 published by the Pireetor 



General of Commercial Intelligenee. Ti-c table from wbicb he quotes 
ifl the following : — 

(In crore3 of Rupees.) 


— 

1913- 

14. 

1920- 

21. 

i 1921- 
22. 

1922- 

23. 

1923- 

24. 

1924- 

25. 

1925- 

26. 

1926- 

27. 

1927- 

28. 

1928- 

29. 

Imports 

183 

142 

124 

138 

120 

137 

143 

156 

i 

1 181 

190 

Exports 

244 

172 

182 

1 

214 

240 

250 

246 

228 

248 

260 

Total trade in 
merchandise, 
excluding re- 
exports. 

1 

427 : 

314 

306 

352 

360 

387 

389 

384 

429 

460 


In this table the value of imports (and exports) for each year is ex- 
pressed on the basis of the declared values for goods under the same 
head for 1913-li, so that the table compares the volume of trade in- 
stead of its total value. It vrould be a very laborious task to attempt 
to check all the Director General’s figures, which only purport to be 
rough approximations, but we have worked out, independently, esti- 
mates for tlie 1923-24 and 1928-29 imports based on 1913-14 prices. 
The method we have adopted is to divide the Trade Eeturns into two 
sets of heads ; 

(a) Those for which quantities are recorded for all three years 
1913-14, 1923-24, and 1928-29 ; 

(h) Others, 

We have calculated values on the 1913-14 basis for each important 
head under (a) for each of the jmars 1923-24, and 1928-29, and have 
then compared the resultant totals for (a) with the actual recorded 
values and reduced the actual totals under (&) in the same ratio. 

4. The following table compares the results of oiir calculations 
with the Director General’s figures : — 



1913-14. 

1923-24. 

1928-29. 



Crores. 

Crores. 

Crores. 

• 

{“) 

128 

168 

164 

Actnak 

(6) 

55 

70 

89 


^ Total 

183 1 

228 

263 

i 


128 

84 

117 

Results on 1913-14 basis 

(6) 

< 

i 

65 

38 

64 


L Total 

183 

122 

181 

Director General’s results on 1913-14 basis 

183 

120 

190 
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These results, reached independently and possibly by > difEereut 
methods, are in sufficiently close agreement to justify reliance on the 
Director General’s figures to the extent that we may assume (a) 
that the volume of trade has increased since 1923-24 by about 50 per 
cent, to appro^mately pre-Avar level, (Z>) that the rise in these six 
years was continuous, and (c) that it was most rapid between 1926-27, 
and 1927-28. 

5. The existing projects which Sir Walter Layton considers will 
proAndo an additional stimulus to the import trade are, (a) irrigation 
schemes, (&) railAvay extensions, (c) road improvements and exten- 
sions, and'‘(d) construction of harbours. In the present state of 
world-markets, with almost universal over-production of agricultural 
products and very low prices, it seems doubtful whether the bringing 
of additional areas under cultivation is likely to make for any great 
improvement in the import trade. The Amine of India’s exports of 
“ Grain, pulse, and flour ” has fallen from 65 crores in 1924-25 to 
34 crores in 1928-29. In fact if we take nett values (i.e., after deduct- 
ing the value of imported grain) there Avas a difference of no less 
than 41 crores. With this difficulty in marketing it seems highly un- 
likely that increased production of grain in India will stimulate im- 
ports. The demand for Indian cotton or oil-seeds has shown no' ten- 
dency to increase in recent years, and CAmrything seems to point to a 
long series of lean years for countries whose exports are mainly agri- 
cultural. 

6. We understand that the present railway programme is normal. 
That is to say that it must be treated as one of the ordinary factors 
in the growth of trade, and not likely to be any more effective in the 
next ten years than in the past ten. It does not constitute a reason 
for anticipating a more rapid groAvth than in the immediate past. 
Road improvements and extensions Avill necessarily have a direct effect 
on our revenue from ears, tyres, and petrol, but improved internal 
transport facilities can do little to stimulate trade so long as the 
external demand for agricultural products remains weak. The con- 
struction of new harbours should have a slightly stimulating effect, 
hut it must not he forgotten that they will very largely be sharing in. 
the trade of existing harbours at the "outset. 

7. We now turn to the inferences to be drawn from the figures 
which Sir Walter Layton has quoted from the ReAnew of the Trade of 
India (paragraph 4 above). He assumes without further investiga- 
tion that the volume of trade will continue to grow, and ignores cer- 
tain very important considerations. The first of these is ,that it is 
only the revenue from specific duties which is directly proportional to 
the volume of trade. For ad valorem duties we have to look to the 
value and not to the volume. We have also to remember that our 
import trade includes a large proportion of duty-free goods. We pro- 
ceed to examine our import revenue iu more detail, and for this nur- 
pose we propose to omit — 

(o) Salt, 

(h) Government Stores, 

(e) Kerosene , and Petrol. 

p3 
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Our reasons for cscinding kerosene and petrol are that it is useless 
to consider the import, and excise duties separately. We shall, there- 
fore, deal with them together in a later paragraph. 

8. In the following table we show how onr revenue was derived 
in 192.3-24, and i.929-30. 



1923-24. 

Lakba. 

1929-30. 

Lakha. 

Duty on GoT«mment stores 

55 

57 

Duty on kerosene and petrol 

114 

181 

Specific duties (revenue) . . 

783 

^ 1,422 

Specific duties (protective) 

247 

241 

valorem duties 

. . 1,979 

2,194 

Total import duties (excluding salt) 

. . 3,178 

4,092 

It is instructive to compare this table with the following 
shows the values under the A’arioim groups : — 

table which 


1923-24. 

Lakhs. 

1929-30. 

Lakhs 

Government stores 

957 

891 

Kerosene and petrol 

442 

618 

Goods liable to specific duties 

. . 3,6S4 

4,012 

Free goods 

. . 2,829 

3,439 

Goods liable to ad valorem duties . . 

.. 15,696 

15.S77 

Total . . 

. . 23,608 

24,837 


9. The increase of G39 laklis in specific duties (revenue) is tm- 
doubtedly due almost entirely to the fall in prices. Sugar alone has 
contributed 537 lakhs toward this figure, tobacco is responsible for a 
further 60 lahbs, and liquor for 28 lakhs. Sugar has reached a very 
low price-level and has recently been subjected to an additional duty. 
A sirbstanlial portion of the increase under tobacco is due to the 
raising of the rate on unmanufactured tobacco. At the old rate the 
1929-30 revenue would have been 35 lakhs less. Prices have fallen 
considerably and are not likely to fall much more, so that v/e cannot 
look for much additional revenue under this head. In any case the 
tobacco revenue will have to be considered in conjunction with the 
tobacco excise, if introduced. There has been no steady rise in the 
liquor duties. The following are the figures for the last eight 
years : — 


Lakhs. 

1922- 28 .. .. .. ..235 

1923- 24 . . ^ . . . . . . 226 

1924- 25 . . . . . . . . 250 

1925- 26 . . . . , . . . 2.54 

1926- 27 . . . . . . . . 261 

1927- 28 . . . . . . .256 

1928- 29 .. .. .. .252 

1929- 30 . . .. -Ini 
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The additional indirect taxation on liquoi’S imposed by the provinces 
has served and will eontinne to serve to prevent any substantial in- 
crease under this head. It cannot, therefore,^ be said that recent 
figures suggest any substantial improvement in our revenue froui 
specific duties. The newer specific protective duties will< no doiibt 
secure additional revenue at first, but eventually they are bound to 
lead to a reduction, if the protection achieves its aim. 

.10. It is very significant to note that, although ad valorem duties 
have increased by nearly 12 per cent., the value of the goods on which 
they are assessed has only risen by a little more than one per cent. 
This reflects the reduction in the trades in cotton yarn and piece- 
goods on which rates of duty were low, and a corresponding increase 
in other trades, particularly motor vehicles. Nearly half the increase 
in the revenue from ad valorem duties is accounted for by the trade 
in motor vehicles and accessories. We shall revert to this point later.* 
We will merely emphasize here that in 1929-30, apart from motor- 
vehicles and tyres, India has actually spent less *on imported goods 
assessed ad valorem than in 1923-24. The small increase in the 
revenue is due to the change in distribution among commodities, a 
tendency wliieh is not likely to develop much further. The figures, 
therefore, give no ground for anticipating a steady increase in the 
future. 

11. It seems to us that in order to make any forecast for the 
future, on the basis of past experience, what we have to look to is the 
amount of wealth that has been available for the purchase of imported . 
commodities, that is to say the, total duty-paid value of imported 
goods. In the following table are displayed figures for ten years 
which we consider highly significant. They include all merchandise 
except Government stores and treasure. 



Value 

Duty 

Total 


erores. 

erores. 

•roros 

1920-21 

. . 333 

23 

356 

1921-22 

. . 265 

28 

293 

1922-23 

.. 231 

34 

265 

1923-24 

. . 227 

32 

259 

1924-25 

245 

38 

2a3 

1925-26 

. . 226 

38 

264 

1926-27 

. . 230 

39 

269 

1927-28 

. . 248 

39 

287 

1928-29 

. . 252 

41 

293 

1929-30 

. . 239 

41 

280 


It cannot be said that these figures contain any evidence of a steady 
rise in purchasing power. Nor do the figures for our export trade 
furnish any very great encouragement. For the last seven years the 
volume of the export trade has remained at about pre-war level (see 
table in paragraph 3), and the total value of expoi'ts has fallen from 
349 erores in 1923-24, and 385 in 1924-25 to 330 in 1928-29, and 311 in 
1929-30. 
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12, We have examinea the returns careMlj' to see i£ there are 
mj trades, particulariy trades of recent groAvth, -which hold out pro- 
mise of continued and specially rapid increase. Our revenue from 
einematograph films is still only 5 lakhs annually and its growth has 
been retarded by the increasing proportion of films made in India. 
The only promising trade of any magnitude is the trade in motor 
vehicles* accessories, and.fuel. Our revenue from these trades is dis- 
played in the following statement ; — 

(In laldis of Rupees.) 



1923-24. 

1924-25. 








Rs. 

Bs. 

Rs. 

Rs. 

Rs. 

1 Rs- 

i 

Motor* Tchieles . . 

78 

8a 

118 

123 

1 v 

list 

135 

131 

Tyres 

29 

',28 

46 

i 

sot 

33 

37 

Petrol (excise) 

66 


77 

96 

1 121 

153 

282 

Petrol (oustoms) . . 

•• 

" 

•• 

•• 
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Total (motor trades) 

172 

192 

241 

258 

263 

323 

466 

Loss one-thiid of pet- 
rol duties credited 
to the road-fund 

j 






99 

, Net 

•• 

•• 

•• 

•• • 

1 

•• 

367 

3 


13. t’hanges in the rates of duty, falling prices, and the eraction 
of assemldy plants in Bombay tend to disguise the real growth of tho 
trades. The figures for tyres, moreover, are affected by the much 
greater durability of tyres produced during the past three or four 
years. The consumption of petrol is the fairest indication of the 
growth of these trades. The rate of duty was lowered from six annas 
to four annas from 1925-26, and again raised to six annas from 1929- 
30. At the four anna rate the revenue from pftrol would have 
been — 


1923-24 


M;hs. 

44 

Per ontage 
increase. 

1924-25 


53 

' 20 

1925-26 


77 

45 

1926-27 


90* 

25 

1927-28 


.. 121 

26 

1928-29 


.. 155 

28 

1929-30 


.. 199 

28 


These figures are approximate. The Revenue Returns do not separate motor 
veniclMaii^c^soricanssessatle at 15% from other Tchirle'; and accossorica simitarly 
iiKcssed. The Trade Returns, on the other hand, lamp togotlier all motor accessories 
vhether nssessed at 15% or at 20%. 
t DatyTcdnoodfrom30to20%. 

figure? for pneumatic tyres 












215 


These figures suggest an increase of 28 per cent, in the petrol revenue 
annually. 

14. If 'we take the 1929-30 nett petrol revenue at 2 erores^ the 
figures for the next ten years at this rate of increase -would be — 

Lakhs. 


1930.31 

1931- 32 

1932- 33 

1933- 34 

1934- 35 

1935- 36 

1936- 37 

1937- 38 

193S-.39 
1939-40 


256 

328 

418 

534 

680 

858 

1,080 

1,382 

1,770 

2,260 


i.e., plus 2,060 

with half these amounts accruing annually to the road fund. This 
estimate is undoubtedly much too high ; we, therefore, give below an 
estimate based on an annual increase of 15 per cent. It is, we suggest, 
reasonable to take a percentage increase each year rather than a fixed 
amount, since the expenditure on roads will grow with the nett re- 
vemie. 


Lahhs. 


1930- 31 . . . . . . . . 230 

1931- 32 . . . - . . . 274 

1932- 33 . . . . . - . . 305 

1933- 34 . . . - . . . . 347 

1934- 35 . . . . . . . . 398 

1935- 36 . . . . . . . . 458 

1936- 37 . . . . . . . . 529 

1937- 38 . . . . . . . . 605 

1938- 39 . . . . - . . . 695 

1939- 40 . . . . . . . . 800 


^.e 


plus 600 


15. Cars are imported partly in replacement of cars scrapped. 
If we assuine that the proportion of vehicles imported to those scrap- 
ped is constant, the number imported in any year should be roughly 
proportional to the increase in the petrol consumption, which again 
is assumed to be proportional to the consmnption in thcrprevions year. 
Tyre consumption should also be roughly proportional to petrol con- 
sumption, so that by 1939-40 we sbonld be getting four times (131 -{- 
87) lakhs, i.e., an additional 504 lakhs wMch wi-Lh the 600 lakhs on 
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£>etroi give a total of l,10i lakhs. Sir Walter Laytou credits Burmau 
consumption with 25|215ths of the present petrol excise. Applying 
this figure, -which appears reasonable, to the total that has been arrived 
at above, -we obtain for India, excluding Burma, an increase of 976 
lalihs. ' 

16. The above e.stimate is based on the veiy arbitrary assumption 
that we shall have an average annual increase of 15 per cent, in the 
petrol consumption. We have suggested reasons .why a percentage 
increase is more likely than a fixed increase, hut we may compare our 
result with that of an annual fixed increase of 44 lakhs which repre- 
sents the difference (at 4 annas a gallon) between the 1928-29, and 
1929-30 receipts. This would give us in ten years an additional 
revenue of 440 lakhs from petrol. A similar increase of 220 per cent, 
on cars and tyres would give us an additional 370 lakhs, i.e., a total of 
810 of which the share of India (excluding Burma) w^ould he 716 
lakhs. 

17. We haA^e stiU to consider the kerosene duties. The following 
table shows the revenue for the past seven years : — 



1923-24. 

1924-25. 

192.5-26. 

1926-27. 

1927-28. 

1928-29, 

1929-30. 



Es. 

Ks. 

Es. 

Es. 

Rs. 

Rs. 

Rs. 

Customs . . 

102 

114 

127 

102 

149 

163 

164 

Excise . . 

95 

98 

OS 

105 

97 

92 

98 

Total 

197 

212 

226 

207 

246 

255 

262 


There has been an annual increase of approximately 11 lakhSj almost 
all derived from customs revenue. This is equivalent to an increase 
in annual consumption of 7 million gallons or, say, 6.2 millions in 
British India alone. The increase in consumption in British India 
between 1913-14, and 1928-29 was 51 million gallons, an average of 
3.4 millions annually. A fair estimate for the future would he 5 
million gallons per aminm, and if it is decided eventually to equalize 
the excise and customs rates of duty (say at 2 annas per gallon) we 
may take 10 million annas, i.e., lakhs, as the average increase for 
the next ten years, i.e., about 62 lakhs increase by 1939-40. 

18. To summarize, Ave suggest the following as likely increases in 
customs revenue, including the two excises which are classified as 
customs revenue ; — 

Groree. 

From kerosene . . . . . . 0.6 

Prom motor and allied trades f including petroF 9.8 

From otlier sources . . . . , nil. 


Total 


10.4 
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If the assumption made iu paragraph 16 is given preference over that 
in paragraph 15, the estimate will be reduced to 7.8 crores. 

19. There remain to be considered the effects of extraneous in- 
fluences on the revenue. The most important of these are — 

(o) Scanty rainfall, 

(5) Decreased purchasing power resulting from other forms of 
taxation, 

(c) Political unrest. 

The motor and allied trades are among those least likely to suffer from 
any of these influences, and we believe our estimate to be cautious 
enough to provide for risks under the first two heads. The third head 
must necessarily remain an unknown quantity. Our estimate for 
kerosene also errs on the cautious side and may, we think, be accepted 
as allowing for set-backs. Similarly, we shall not be unduly timid if 
we assume no decrease under the customs revenues. Serious political 
disturbances may, of course, completely upset these calculations, bat 
they should not do so unless they are so serious as to alter radically 
the system of government for which these financial arrangements are 
intended to provide. 



23 S 


APPENDIX II. 

Extract from a kote by the senior SIember op the Central Board 
OF Re^'enhe on the lowering op the taxable minimum, and 
steepening the gradation of inco:me-tax. 

i'\ i’. C f- 

4. Lowermg of taxable minimum. — {Paragraph 267). Sir 
Walter Layton snggcests that the excmr-tion limits both for income-tax 
and super-tax (Bs, 2,000 and Rs. 60,000, re.spectively) are too high 
and should he lowered, but has made no specific recommendation. The 
exemption limit for income-tax was raised to Ks. 500 in 1886, to 
Rs, 1,000 in 1903, and Rs. 2,000 in 1919. I do not suppose that any- 
body would propose- that the limit should be placed lower than 
Rs. 1,000. If it were pro])o,sed to lower the exemption limit, it seems 
to me that it would be difficult to resist a demand, which has been 
made even under existing conditions, that allowances should be given 
for wives and children. As the Taxation Enquiry Committee 
observed, practically every taxpayer in India is married, whereas in 
England there is a large number of unmarried persons of both sexes 
who pay income-tax. With reference to Sir Walter Layton’s sug- 
gestion that the exemption limit for income-tax in India is high, the 
absence of any allowance for wives or children or for earned income 
must not be overlooked. As a matter of fact, for a married man, 
even without children, the exemption limit in England (£225) is 
highej’ tlian the exemption limit in India. The exemption limit pro- 
posed in the draft Ceylon Ordinance, it is interesting to note, is 
R.S. 2,400, and it provides for a pensoual allowance of Rs. 2,000, an 
allowanee of Rs. 1,000 .each for wife and family (whatever the num- 
ber of children), and an earned income aUowauce of IjSth of the in- 
come, subject to a maximum allowance of Es. 4,000. I-presume that 
the economic conditions in Ceylon are not so veiy different from those 
in India, though probably the general standard of wealth is lugher. 

5. It is also ivorth mentioning that- although the assessalfie limit 
in the case of a single person is somewhat higher in India than in 
England, the percentage taken as tax of the lower incomes in India, 
if I may rely on the table.s at the end of the draft Ceylon Ordi- 
nance, which were prepared by an expert from Somerset House, is 
aetnally' higher — and a great deal higher — ^iu the ease of earned in- 
comes in India than in the United Kingdom, even if for. the purpose.s 
of comparison unmarried pensons in the United Kingdom are taken. 
The table shoivs the following percentages : — 

Income — all earned. 

British Indio United Kingdom . 

(all classes). (single parsons) 

Es. Es, 

Income Rs. 2,400 62.5 20. 

Income Rs. 2,500 65.16 28.33 

Income Rs. 3,000 78.13 70 

Even where the income is all unearned, the tax on an income of 
Rs. 2,400 for all classes of asses.sees other than companies and re- 
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gistered firms, is Rs. 62.5 in India against Rs. 60 for a single person 
in the United Kingdom. . 

6. The objections to introducing allowances for wives and child- 
ren in Uidia are obvious. As already stated, they wotild be ad- 
missible to the vast majority of individual tax-payers, and, tlierefore 
very costly. Ureat difficulties would arise in applying such a system 
to the Hindu undUdded family. It would probably be necessarj’^ to 
give it a higher exemption limit. There would be much more room 
for fraud in connection with these allowances than in a country with 
a highly developed system of registration of marriages and births. 
To cheek such frauds, “ inquisitorial investigations” into the domestic 
tffaiis ox assessees would be necessary. These would eaus^ much 
work and intense friction. It is highly desirable to restrict tlie body 
of dis])utable facts on which the Income-Tax Officer is required to 
pronounce a decision, but it would be quite unsafe in present cir- 
cumstances — in a large number of cases — ^to admit an assesses ’s claim 
that lie had a certain number of children without proof, or to accept 
evidence on such a point without verification. This is probably why 
in the Ceylou Draft Ordinance a fiat allowance for a family irrespec- 
tive of its size was proposed. That would of course get over the diffi- 
culty to some extent, but in a rather rough-and-ready manner. 

7. steepening the gradation between Bs. 3,000 and 
Bs. 1,00,000 — {Paragraph 267). Sir Walter Layton says that there 
is considerable scope for the steepening of the progression of the 
rate of tax on incomes between Rs. 5,000 and Rs. 1,00,000. We 
criticized a similar proposal of the Taxation Enquiry Committee in 
our note, dated 25th December 1925. We there pointed out the 
objections to imposing additional taxation in the particular zone that 
the Committee’s proposals affected, namely, that including incomes 
between 15,000 and 29,999, at all events unless simultaneously an 

, allowance were introduced- on account of earned income, since most 
earned incomes (salaries and pi’ofessional incomes) fall in that zone, 
and incomes in that zone are mainly salaries or professional earnings. 

8. At present the income-tax gradation stops at Rs. 39,999. All 
incomes of Rs. 40,000 and over pay the maximum rate ; at present 
one anna and 7 pies in the rupee. Sir Walter Layton apparently 
proposes both to steepen the present gradation from Rs. 5,000 to 
Rs. 40,000 and also to continue this rising scale of rates up to a lakh. 
The maximum rate of income-tax will thus be very much higher than 
at present and the present maximum will be reached somewhere be- 
low Rs. 40,000. Simultaneously, the super -tax limit is to be lowered 
to, «5ay, Rs. 30,000 or even Rs. 40,000, but the rates of super-tax on 
incomes .exceeding one lakh are not to be increased. There will, it 
seems to me, be difficulties about companies and firms. If the maxi- 
mum rate of income-tax, whatever it may be, is imposed on all com- 
I)anies ai|d firms, there-will be a large increase in the number of re- 
f-nnds owing to the extension of the gradation. If the maximum 
rate is not so imposed, it would be necessary hot only to give ref un ds 
in some cases, but also to make supplementary assessments in others, 
for ex8.mx)le, on shareholders in companies, a most undesirable compli- 
cation. On the other hand, it may not be thought desirable to impose 



additional taxation on the undistributed profits of companies, at all 
e%'ents ; and objection would, no doubt, be raised to imposing (though 
subject to refund) a very much higher rate of tax than the present 
maximum on petty firms including all whose income exceeded 
Rs. 1,000. Even at present rates we have been attacked on this 
ground, though not always with understanding. 
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APPENDIX III. 

Estimates according to Sir Walter ItAYTOK’s stcumm. 

Statement I. 


Central government. 



• Budget 
1929-30 
(including 
Burma). 

1929-30 

(excluding 

Burma). 

1940-41 

(excluding 

Burma). 


Central Rnvenue — 





Cnstoms 

61-22 

47-91 

1 

54-00(«) 

« 

[a) Grotvth or 
revenue -|-7 • 60 

Loss of reve- 
nue on fo- 
reign liquor — 1-50 

Income-tax 

16-60 

14-76 

f 14-00(&) 

1 

^ (d) Growth of 

revenue -J-6-00 

Transfer to 

provinces . . — 6*00 

Salt 

0-36 

6-00 



Cknumercial stamps 

*■ • 


2* 00(c) 

1 

(c) The estimate in 
the body of the re- 

Other taxes 

1-19 

1-09 

109 

1 

port is 1 • 60, but 
the figure given in 
the table on page 361 
is -|-2-00. 

Total taxes . . 

76- 3G 

/ 69-75 

71-09 


Railways (net) 

6-25 

f 

6-00 

600 


Opium (net) 

2-35 

2-35 



Garrency and mint 
(net). 

3-35 

2-35 

2-35 


Tributes from Indian 
States 

•74 

•74 

•74 

• 

Other receipts (net). . 

1-17 

1-17 

1-32 


Total 

88-22 

1 

82-36 

81-50 j 













— 

Budget 

1929-30 

^including 

Burma). 

1929-30 
i(oxcluding 
i Burma). 

1940-41 

(excluding 

Burma). 

1 


Central expenditure— 


I 


(d) Saving of 7 orores 
anticipated. Of 

this 3 orores will be 

Defence (net) 

o5l0 

.52-10 

45-00(ci) 

Debt cbarges (net) . . 

1 

12-14: 

10-14 

10-14 

4 

absorbed by the 
growth of civil ex- 

Ciril admimstration 
(net). 

11-56 

10-20 

13 •00(d) 

penditure. 

Loss on post office, ir- 
rigation, and forests 

•39 

•39 

•33 

j 


Cost of collection 

3-32 

3-12 

3-12 


Civil worts (net) 

2-41 

2-41- 

2-41 

! 


Pensions . . 

2-78 

2-48 

2-48 


Other expenditure 

•52 

•62 

•52 


(net). 





Surplus from separa- 



, , 


tion of Burma. 





Surplus . . 

•• 


4-50 


1 otal 

88-22 

82-36 

81-50 
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Statement H. 


Provincial Estimates : 1929-30. 




DO 

^ 1 


■ 

4 

d . 


■ 

TotaL 




a 

o 

M 

a 

d > 

pq 

B 

* 5 * 

s 

PM 

■ J 3 

d 

Revenue. 

Land, revenue 


6-21 

5- 12 

3-24 

7-10 

2-82 

1-76 

2-45 

1-24 

29-93 

Excise 

• - 

5-64 

3-89 

2-25 

1-37 

1-30 

1-90 

1-28 

•64 

18-17 

Stamps 

• • 

2-66 

1-77 

4-22 

1-79 

1-21 

1-11 

•76 

•22 

13-63 

Registration 

• ■ 

•37 

•12 

•41 

•14 

•09 

•18 

•08 

•03 

0 

1-42 

Scheduled taxes 



-21 

-18 






•39 

Total taxes 

• • 

14-68 

11-11 

10-30 

10-40 

6-42 

4-94 

4-66 

2-13 

63-64 

Forests (net) 


•10 

•26 

•14 

•24 

• 04 

•01 

'16 

•18 

1-13 

Irrigation (net) 

• - 

•23 

— 42 


•09 

3-09 


— 32 

— 01 

2*21 

Other sources 


1-38 

3-18 

1-07 

1-03 

2-27 

•62 

•43 

•26 


Total 

• • 

16-39 

14-13 

11-11 

11-76 

10-82 

5-62 

4-83 

2-56 

77-12 

Expenditure. 

Land revenue and 
general adminis- 

tration . . 

2-83 

2-97 

1-91 

2-46 

1-59 

1-02 

1-04 

•60 

14-32 

Police 


2-01 

1-79 


1-75 

1-22 

•85 

•62 

•30 

10-71 

J ails and justice 

- • 

1-33 

•99 

1-49 

1-16 

1-07 

•62 

•44 

•17 

7-27 

Debt 

• • 

1-01 

2-06 

— 01 

•63 

— 22 

•02 

— 05 

— 01 

3-43 

Pensions . . 

• • 

•70 

•71 

•80 

•64 

•36 

•30 

•25 

•10 

3-86 

Education 


2-69 

2-11 

1-48 

2-04 

1-75 

•92 

•69 

•33 

11-91 

Medical and public 
health . . 

1-44 

•91 

1-00 

•68 

•81 

•54 

•21 

•22 

6-81 

Agriculture and indus- 
tries 

•66 

•33 

•41 

•64 

•73 

•28 

•23 

•10 

3-28 

Civil -works 

• • 

2-41 

1-64 

•98 

t 62 

1-84 

•83 

-87 

•76 

9-86 

Other 


1-46 

•90 

•96 

•66 

-•62 

•49 

•34 

•23 

6-66 

Total 

• - 

16-64 

14-41 

11-19 

11-08 

9-77 

6-87 

4-64 

2-70 

76 - 10 

Surplus 

• • 

■ 

■ 

■ 

-+-•68 

-+ 1-05 

» 

-+-•29 


-+ 1-02 

Dofioit'-"' 

• • 

H 


B 

•• 

•• 

35 

•• 

14 

• * 
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Statement III. 
Provincial Estimates 1940-41. 


— 

Madras. 

Bombay. 

Bengal. 

P 

Punjab. 

B.&O. 

fN 

D 

Assam. 

Total. 

Bevemic. 




1 


i 

i 




Eevenue as on pre- 
rious page 

10'39 

1 

14-13 

11-11 ! 

11-76 

10-82 

1 

1 

5 -.72 1 

4-83 

2- 56 

77-12 

Income-tax on per- 





1 

1 





BOnal incomes (o) . , 

•87 

1-65 

1-64 

•66 

•63 

•40 

•29 

• 10 i 
. 1 

6-00 

Surcharge on income- 
tax (a) . . 

•46 

•89 

! 

•66 j 

•32 

1 

•27 

•18 i 

•18 

I 

■07 

3-00 

Income-tax on agiri- 
onltutal income (6) 

•90 

•50 

1 

•90 

•GO 

1 

•70 

•40 

•40 

•30 

6-00 

Terminal taxes (c) . . 

1-46 

•66 

1-63 

1-67 1 

•73 

l-'l8 

•49 

■28 

8-00 

Provincial fimd (c) . . 

2^56 

1-16 

2-87 

2-74 

1-28 

2-08 

•86 

•45 

14-00 

Total 

22-C3 

18-89 

18-81 

17-86 

14-33 

9-76 1 

7-03 

3-82 

113-12 

Exj\tndiiure, 










Expenditure as on pro- 









1 

Tions page 

16-54 

14-41 

11-19 

11-08 

9-77 

5-87 

4-64 

2-70 

|76-]0 

i 

Surplus . , 


4-48 

7-62 


4-65 

3-89. 

2-49 

i 1-12 



(a) Distribution based on income-tax on personol incomes in 1928-29, 

(b) Guesswork, 

(c) Distribution based on population, 

{d) It is assumed that loss of revenue duo to transfer of commercial stamps 
( !• 50) will be covered by the additional excise duty on Poreign Liquor. 

(fi) It is assumed that normal growth of revenue wiU cover normal growth in 
expenditure. 
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APPENDIX V. 

Duty on foreign IiIQEor {vide para. 291 op the Report of the 
Indian Statutory Commission). 

Sir Walter Layton’s proposal is that the Government of India 
should levy an import duty of 30 per cent, ad valorem, on aU foreign 
liquors, and that it should he open to the provinces to levy such addi- 
tional excises as they wish. The practical implications of this, and 
of similar proposals which involve handing over the taxation of 
foreign liquors to provincial governments have been examined and 
there appear, prima facie, to be a number of obstacles in the way of 
any successful arrangement on these lines. 

2. It is an essential feature of the proposals that the ■nrmnrtniol 
governments should be free to odopt any policy they wish in regard 
TO foreign liquor. At the outset, therefore, the Government of India 
woiRd have to decide what “ foreign liquor ” should include. The 
main head ‘ ‘ Liquors ’ ’ in the tariff includes the following articles : — 


Serial 

No. 

Articles. 

Kate of duty. 

Duty in 
lakhs. 

Average 
ad valorem 
incidence 
of duty 
{1929-30). 

1 

Ale and otter fermented 
liquors. 

8 annas per gallon 

24 

0/ 

/o 

22 

2 

Denatured spirit 

per cent. 



3 

Perfumed spirits . . 1 

Ps. 36 per gallon or 16 par 
cent, whichever is higher. 


44 

4 

Preparations containing 
spirit not tested. 

Ks. 30 per gallon or 16 per 
cent, whichever is higher. 




Ditto tested . . 

Es. 21-14-0 per j>roo/ gallon 
or 16 per cent, whichever 

1 is higher. 

' 20 

46 

E 

All otter sorts of spirit 

Ditto 

189 

112 

' G 

7 

Sparkling ■wines . . 

Otter wines . . 

Es. 9 per gallon 

Es . 4-8-0 per gallon 


60 



Total , . 

264 



If the Government of India collected only a 30 per cent, duty 
on tnose classes on which the incidence exceeds that figure, and duty 
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at the present rates on other classes, the loss to the central revenues 
would he : — 



Lakhs. 

1. Ale and other fermented liquors . . 

. . mi. 

2, Denatured spirit 

. . Nil. 

3. Perfumed spirits 

1 

4. Preparations containing spirit 

7 

5. All other sorts of spirit 

. . 138 

6. Sparkling wines j 

6 

7. Other wines . . J 

• • vr 


Total . . 152 


4. The above tables give a fairly clear idea of what we have to- 
deal with, but from the point of view of classification difficulties the 
important item is No. 4. This item includes spirituous drugs and 
medicamenfs, spirituous toilet and other preparations, and liquors 
and cordials, but not ordinary spirits like whislcy, gin, etc., of which 

obscuration ” is small. These ordinary potable spirits are assessed 
under class 5, but the rate of duty on the two classes is the same in 
oi'der that the revenue under class 5 may be protected. Now, for 
the purpose of the local excises class 5 (spirits), and liquors which 
fall in class 4, are treated as foreign liquor, but spirituous drugs and 
other preparations are not. No licences are required for their sale, 
no vend fees are .collected on them, and no permits are required for 
their transport. The question at once arises : are they on the one 
hand to be treated as “ foreign liquor ” and subjected to provincial 
excise duties and restrictions, to the very great inconvenience of those 
who trade in them, or are they on the other hand to be excluded from 
local excise control, and subjected .merely to a central import 
duty which, if it is lower than the local excise duty, may render 
them a danger to the excise revenue ? 

5. “Assuming that a solution could be found for this difficulty, the 
next objection that arises relates to the administration of different 
rates of duty, and possibly of different classifications of liquor for 
duty purposes, in different provinces. The process of assessment 
to duty would be carried out in the province of consumption, and it 
would presumably be necessary for each province to establish one or 
more bonded warehouses into which liquor could be brought after 
clearance from the custom house at the place of import. This would 
necessitate in the first place, complicated arrangements for transport 
in bond all over India, and suitable preventive arrangements might 
be expensive and inconvenient. It might be possible for the inland 
provinces to . arrange with the maritime provinces for the latter to 
collect tJieir duty for them ; but it would probably be difficult for 
them to arrive at an agreement, for rates of duty in two provinces 
and the method of classification of liquors might differ. Incidentally, 
a system of inland bonded warehouses of this nature would mean 

q2 _ 



a complete reorganization of the basis on ■which distribntion is at 
present undertaken by the trade. 

6. The principal ■wholesale dealers at the great ports at present 
mainJain considerable stocks of duty-paid liquors which can be 
desnalehed at a moment’s notice to customers in different parts of 
Ind*ia. Under the new proposal the local Government of the place to 
which such liquors were despatched would levy their o^wn excise 
duty on them, and the wholesale dealer would have to obtain a refund 
from the local Government of the province of original import. This 
would lead to further difficulties and complications. Moreover, if 
the inlerpi-ovincial transport was confined to liquor travelling under 
bond from one inland bonded warehouse to another in another pro- 
vince, dealers would often find it impossible to implement urgent 
orders from up-country customers owing to the delay involved in 
transport from one warehouse to another, and in assessment at the 
warehouse in the province of arrival. 

7. The danger of smuggling from a province with a low rate of 
duty into one Avith a higher rate of duty is too ob'vious to need em- 
phasizing. The excise departments, of course, already have to deal 
with this difficulty in connection with country-liquor ; but ■udth the 
increase in motor-car traffic the danger would be very much greater 
■with foreign liquor, and they would probably find it necessary to main- 
tain an cxpensiA'e staff all round the borders of each proAunce. 

8. A much more important difficulty would arise in connection 
Avith Indian States. The present situation, whereby aU foreign liquor 
going into an Indian State has already paid Indian customs revenuCf 
gives rise to no particular trouble. The States’ claim to a share in 
that roA’-enuo is merely a part of their claim to a share in the general 
ciistoms revenues and does not raise any neAv and separate problem. 
If, however, all the duty on foreign liquor Avere to be provincialized, 
Indian Stales would have to obtain their supplies of foreign liquor 
through one or other of the maritime provinces, and they would cer- 
tainly raise Uie very strongest objections if they were required to pay 
duty AAffiich Avas going towards provincial revenues. The alternativo 
of letting States have their liquoi’s free of duty would create 
au intolerable position for the provincial governments, OAving to the 
danger of smuggling from the States into the provinces. Nor, would' 
any arrangement by AAdiich the States agreed to collect duty them- 
selA-os be salisfactorjq_ oAving to the different rates of duty prevailing 
in the different provinces. 

9. The Government of India are discussing these practical diffi-' 
culties Avith the provincial governments, and, if they prove to be 
insDporal>lc, alternative method of giving the proAuneial governments 
a share in the revenue from foreign liquors will be considered. 
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APPENDIX VI. 

Taxation of tobacco (vide paka. 272, Voo. II op the report op the 
Indian Statutory Commission). 

Sir Walter Layton’s proposal is for a central excise duty levied 
on factory-produced tobacco and credited to tbe provincial fund. 
He makes no specific recommendation regarding other means of 
taxing tobacco. Those suggested by the Taxation Enquiry Com- 
mittee vpere : — 

(i) An excise duty on factory tobacco. 

(ii) The lei-y of a fixed fee based on the estimated outturn, 
of places where cigars, cigarettes or pipe or cigarette 
tobacco are manufactured by hand. 

(in) A system of vend licences leading up to vend monopolies 
in specified areas. 

Clearly hny excise duty to be levied on factory tobacco must be 
uniform and, therefore, central, but notlung would be gained by 
insisting on uniformity in the fees to be levied on hand manufacture 
■or in respect of vend licences. Such forms of taxation should 
remain, as they are at present, jiurely provincial. 

2. A well-organized system of vend-fees, particularly if these 
were based on sales, might prove a fruitful source of provincial 
taxation, and this is a line of action deserving of further study, 
although it must be realized that such fees would obviously have 
to be credited to the province of collection and, therefore, do not 
exactly fit into Sir Walter Layton’s scheme. On the other hand, 
the prospects of an excise on factory products are not as bright as 
they appear at first sight. It is true that, as stated by Sir Walter 
La3d;on, the consumption of tobacco in the form of cigarettes has 
grown rapidly. It is not equally true to say that there has been a 
si)uilar growth in the consumption of pipe tobacco and cigars. 
"Such evidence as is available suggests that these are being steadily 
replaced by cigarettes. 

3. The annual production of cigarettes in India was estimated 
"by the Taxation Enquiry Committee at about 4,500,000,000, and 
the tobacco used in their production may be estimated at about 
10,000,000 lbs. About half of this is imported tobacco which already 
yields import duty amounting to 75 lakhs per annum. Import duty 
is also levied on the cigarette paper, which is all imported, and on 
most of the tinplate and paper and card-board used for packing. 
The Indian cigarette industry is thus already paying some 80 lalihs 
of duty annually. This is equivalent to about Rs. 1-13-0 per 
thousand cigarettes. At present no definite information is available 
ns to the average prices at which these cigarettes are sold, but we 
believe it to be not much more than Rs. 5 per thousand, so that the 
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incidence oJ: this taxation is, even now, probably more than half 
that Cl’ tilt duty on imported cigarettes which averages about 65 'per 
cent, ad valorem. 


4. Even in these circimistances the Indian factories tind it 
difficult to compete, in aU except the very cheapest brands, with 
imported cigarettes, and tlic largest manufacturers in India about 
a year ago decided to postpone indefinitely schemes for the extension 
of their activities. It is fairly clear, therefore, that any increase 
in the taxation of the local product, to be remunerative, must be 
accompanied by an increase in the import duties which at present 
press most heavily on the cheapest brands imported. The problem, 
therefore, resolTcs itself into a decision as t'o what further increase 
our import duties can bear without checking consumption to such 
an extent as to reduce revenue. This question needs further inves- 
tigation which will involve the collection of much more detailed 
information than is at present at our disposal, information which 
will take time to collect. All that can he said at the moment is 
that Sir Walter Layton’s estimate is much too high and that a sum 
of two erores is not’ too cautious an estimate of the probable annual 
revenue, after 10 years, from an excise dufj' cn cigarettes. 


_ 5. These considerations I'aise the question wliether in order to 
avoid a clash between provincial and central interests, it toII not 
be convenient to include in the provincial pool the proceeds of the 
import duty ou all articles subject to a central excise duty col- 
lected for provincial purposes. Sir Walter Layton, for obvious 
reasons, contemplates this course in respect of the salt fax, and it 
may prove desirable to extend it to other taxes of a similar nature. 


6. The cheaper classe.s of cigarettes are sold in competition Avith 
lidis which consist of dried coimtry tobacco rolled in leaf instead 
of paper. There is a very large consumption of this form of tobacco 
which, formerly, iv.as produced entirely as a cottage industry, 
itecently factories have been started in certain provinces. No 
information is at present available as to their output, nor as to the 
amount ot tax that would have to he applied to factory-produced 
bidis to protect adequately an excise duty on cigarettes These 
again are matters for which special and detailed enquiries win 
e nccessaiy It is, hoAvever, unlikely tliafc revenue from this soui’ce 
^uld contribute largel 3 ^ to the propo-sej tobacco excise. For the 
smaller jtdi faetones where mechanical power is. not employed it 
has been suggested that revenue might he derived from a system 

Such revenue Avould naturally be cre- 
dited direct to the provinces in which it is collected. 


provinces who liaA'e been con.suIted in the matter do not 
a V lole laA'our special t.axation of tobacco cuFivation. 

conclusions may bo reached as to the best 
whethpr revenue from tobacco, it is doubtful 

An a-^il-itimf direction in the near future, 

smokinc' haJ smofang, and in particular against cigarette- 

!?> • been a prominent feature of the recent political 
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situation in many parts of India, and the general economic depres* 
sion has given the movement considerable force. The import duties 
on tobacco for the first four months of the current financial year 
are less than half the normal figure, and any increase in taxation 
at the present juncture is likely to result in a set-back to the trade 
vThich may seriously prejudice the prospect of making it an increas- 
ing' source of revenue in the future. 
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APPENDIX YII. 
Excise duty on matches. 


(Vide paragraph 273, Vol. II of the report of the Indian StaiiUory 

Commissioit.) 

Sir Walter Lajdon recommends an excise duty at tlie rate of 
the present import duty and considers that it shoidd yield about 8 
crores. This implies an annual consumption of 20 million gross 
of boxes. It was only at' the beginning of the past decade that the 
manufacture of matches in India began to supply an appreciable 
proportion of the demand. Before the war the annual import 
amounted to some 12 to 15 million gross, consisting mostly of British 
and Swedish matches. During the war there were very large imports 
of inferior Japanese matches, and the highest figure reached was 
about 18 million gross in the year 1915-16. No doubt the inferior 
quality was largely responsible for the increased consumption. The 
consumption is bound to react to any considerable increase in price, 
and it would not be safe to rely on a consumption of more than 15 
million gross annually. 


2. An important factor which will militate against the succes.s 
of an {ixcise dut 3 ' of this nature is its almost inevitable unpopularity. 
Although, no doubt, there is speciallj' heavy consumption of matches 
among smokers, the bulb of the match consumption is accounted 
for by other purposes, and the burden of the greater part of the 
tax will be fairly evenly distributed over the whole bulk of the 
population. Thus every objection that can be or has been raised 
against the salt tax can be raised with almost equal force against 
a duty on matches. It is a tax, moreover, whose effects will be 
much more strikingly apparent to the consumer than the effect of 
a rise in the salt duty for reasons which will appear from what is 
Stated in the following paragraph. Further, it is a tax which can 
be resisted much more successfully than the salt tax. Economy 
^ matches can be practised in numerous ways and would 

^doubtedly seriously affect the revenue if any agitation against 
the tax took place. 


n Walter Layton endorses the view of the Taxation Enquiry 

Co^ittee that care should be taken to fix the tax at such a level 
^ to absorb as fp ^ possible (into the Exchequer) the whole of 
^ ■t^at the difference in the general 

itself Mf ^etween Indian and European countries makes 

cSsnmfd'nr?cnM?^ 1 Considerable proportion of the matches 
in lots of tlirpp >1 ^ the single box, and a further large proportion 

per Sx^o? ordinary retail price is one pice 

Se been calculated that 

Wice of sin^e imposed without affecting the 

almost certainly have per gross. Such a duty would 

boxes from of three 

m two pice to three. Thus while the duty would only bring 
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in about 37^ Jakhs, it would be universally felt. If the duty were 
-at a higher rate than four annas, the retail price per box would 
probably advance to two pice, and unless the duty were raised to 
a figure of from Rs. 2-4-0 to Rs. 2-8-0 per gross boxes, the greater 
part of the- increase in price would go into the manufacturer’s 
pockets. In other words, there will clearly be great difficulty in 
making a tax conform with the condition that it shall not further 
enrich the manufacturers when it is applied to an article commonly 
sold retail in quantities whose price is the smallest convenient unit 
of coinage. It may be observed that the liigher rate of duty, which 
would correspond to a retail price of two pice per box, is higher 
than the rale imposed in many European countries. 

4. There are various methods by which a duty of this kind 
might be collected. The one favoured by the Taxation Enquiry 
Committee is the application of a label in the form of a “ banderol ” 
which must be broken before a box can be used. There are obvious 
difficulties in the way of applying this system to imported matches, 
and other methods are under consideration. Another grave diffi- 
culty will be the possibility of manufacture in Indian States, and 
it seems certain that before the tax can have any chance of success, 
agreements will have to be reached with the States. 
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APPENDIX VIII, 


Terminal taxes. 

1. The present position. — ^Terminal taxes at present con- 
stitute a comparatively , unimportant factor in local taxation 
in India, having been imposed in place of octroi by certain local 
authorities. The Schedule Taxes Rules permit the Legislative 
Counoil of any province to pass legislation imposing an octroi or 
authorizing any local authority to impose such a tax. Where a 
terminal tax is concerned, similar power may be exercised in the 
cases of those local areas only which levied an octroi prior to the 
7th July 1917. To the imposition of a terminal tax in any other 
local area tbe sanction of the Governor General in Council is re- 
quired. Such sanction has on occasion been accorded, while there 
have been a number of examples of the conversion of octroi into 
terminal tax : but the amount of revenue raised by terminal taxes 
constitutes a relatively small proportion of the total sum of ap- 
proximately 2 crores of rupees now collected by local authorities 
in the shape of terminal taxes and octroi. 


2. Sir Walter Layton's proposals.— Sir Walter Layton recom- 
mends tlie levy of a terminal tax for provincial purposes at every 
railway station in India. This tax would apparently be collected 
by railway officials ; and it would be supplemented, where neces- 
sary, by a like impost on river-borne traffic. Sir Walter considers 
that road-borne traffic is not at present a sufficiently serious com- 
petitor with railway traffic to require similar treatment. It is not 
clear whether it is intended to superimpose the new tax upon the 
octroi and terminal taxes already levied by local bodies or to 
absorb the latter in it. Absorption would obviously facilitate ad- 
ministrative arrangements, but it would involve the necessity of 
compensaling the authorities coneerned for the resulting loss of 
revenue. Mnally, it should be stated that Sir Walter is not in- 
clined to regard the proposed tax as a permanent feature of India’s 
financial system ; he supports it as a temporary measure, suited to 
the country's present stage of economic development. 


3. General effect of the tax upon Railway Finance. — ^In what- 
ever shape the proposed tax were levied, it is quite clear that it 
would amount to a surcharge upon the cost of transportation. 
So far as rail-borne traffic is coneerned, it would constitute a sub- 
vention irom the railway revenues of the central Government to 
■the revenues of the. various provinces. Incidentan.y, if imme- 
diately imposed, it would operate to prevent the reduction of fares 
and freight rates, the urgent need of which Sir Walter Layton ein- 
puasizes in another part of his repoii:. Assuming that stores, fuel, 
etc,, carried for railway purposes would be exempted from liability, 
a revenue of 8 crores from the proposed tax would involve an addi- 
non or approximately 15 per cent, to the present cost of transporta- 
lon. it is not suggested that this is a conclusive argument 

uleSS bv it would doubtless be 

y company-owned and company-managed lines. Assam • 


\ 
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ing tliat the central Government is to surrender to the provinces 
such portion of its reA’^enues as may be found to he in excess of its 
requirements, it may be both convenient and justifiable to give iip a 
portion of railway revenues and even to increase the costs of trans- 
portation in order to create a margin for surrender. The state rail- 
ways in India are at iiresont singulaidy free from taxation ; since 
they are neither burdened Avith heavy local rates nor assessed to 
income-tax on their profits. On grounds of abstract iDi'ineiple, it 
would noc be improper to raise railway rates to a height which 
would yield not only a fair interest on borrowed raihvay capital 
but also a fair contribution to general taxation. Rates must, how* 
evei', be fixed Avith due regard to their effects upon traffic ,• and it 
is more than doubtful ^ avo ether the cost of transportation could 
noAv be raised to the height contemplated b3' Sir Walter* Layton 
Avithout serious results upon the Avorking of the raihvay system as 
a commercial concern. 

4. Effects of the tax upon railway traffic. — Apart from the 
actual surrender of raihvay revenue, there is ground for supposing 
that the imposition of a irroAuncial tax of this nature might have 
deleterious effects upon railway traffic. It Avould be undesirable 
to favour .short, as opposed lo long, distance traffic by exempting 
il from the tax. Unless, however, it were exempted, its taxation 
must incAutably lead to the diversion of traffic from the railways 
to Ihe roads. As long as the proceeds of a terminal tax accrue 
direct to a local authority that authority may be trusted to make 
some sort of attempt to collect on traffic so diverted, and by so 
doing to discourage diversion. If the tax became provincial, the 
incentive to such efforts Avould be largely lacking. Similarly, 
there would, in the case of goods carried by river and particularly 

country boat, be greater opportunities of eA*ading a terminal 
lax ; and this also Avould tend to create a diversion of traffic. In 
mai'itime proAunces, there might be similar diversion to coasting 
or other vessels. Again, the fixation of freight rates is a scientific 
proceeding, and, if it Avere conducted Avithout detailed knowledge 
of local conditions, the results upon traffic might be serious. 
Finally, the desire to avoid double taxation would operate to dec- 
rease the traffic to and from the present local distributing centres. 

5. General conclusions. — The general position may be sum* 
med up hy stating that, if the central Government is to surrender 
to the provinces such part of its revenue as may be surplus to its 
requirements, lliere is no theoretical objection to the surrender of 
surplus revenues deriA^od from the raihvay sj^^stem. The possibility 
of creating a railway surplus by the eidian cement of transportation 
charges would, howeA*er, require careful investigation before it 
could be held to he established. On the other hand, the particular 
method of effecting sucli a surrender Avhicli is proposed by Sir 
Walter Layton is liable to produce disaslrous effects upon the 
volume of traffic borne by the raihvays and, therefore, upon their 
gross reA’^enues. It has been suggested, as an alternative to Sir 
Walter LaAdon’s proposal, that the terminal tax, though eollecbed 
provincially, should remain a source of local authorities ’ revenue ; 
the proceeds being distributed local Go.A*ernments to the loced 
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authorities under theii- control. This would assist provincial 
finances by relieving the budgets of the local Governments of cer- 
tain cash eontribution.s wiiich they now make to their local bodies. 
This proposal might obviate difficulties in connection ^mth the 
treatment of the terminal taxes and octroi at present levied by local 
authorities ; but it would, in all essential points, be open to the 
objections urged against the provincial tax. 

6. Assam. — While the foregoing objections are strong against 
the mtrodiiclion of tcrininal taxes as a general source of provincial 
revenue, it would be possible to argue in favour of their institu- 
tion, as a special measure, in special circumstances such as exist, 
for example, in Ihe province of Assam. The Government of Assam 
have pointed out, fir.st, that neither octroi nor terminal tax has yet 
been introduced by any local authority within the province ; 
secondly, tliat it is in urgent need of the proceeds in order to 
finance the development of internal eommtmieations, thereby in- 
ci-easing the volume of the trade and of railway traffic ; thirdly, 
that it is in a ]3o,sition to exercise effective control over river-borne 
traffic, which is approximately equal in volume to that cai’ried 
by rail ; and, fourthly, that the province is situated at the end of 
the railway sy.stera, .so that the tax, if imposed upon imported 
goods only, could not operate as a transit duty. These arguments 
are not without force.' The circumstances of this province are special, 
and there is reason to hope that a proper utilization of the proceeds of 
such taxes might operate to increase, rather than diminish, rail-yvay 
traffic within its borders. The question requires further investiga- 
tion in detail, which it is proposed to undertake. Pending the 
results of such investigation, the question whether the tax should 
be imposed upon exported goods as well as upon imports and local 
traffic may be regarded as open. 

7. Bihar and Orissa.— The Government of Bihar and Oi’is.sa 
also have represented their desire to impose terminal taxes for pro- 
vincial purposes. In this case, the special considerations urged by 
Assam have no applicability ; although it is true that such taxes have 
not 3 'et been levied bj’’ local authorities in the province. The general 
objections to the taxes as a provincial impost are applicable in this 
case. Their development as a source of municipal revenue must 
be governed bj’' the policj- which may be adopted, in this connec- 
tion, for Indi.T as a whole. 

8. The maintenance of terminal taxes as a legitimate form of 
taxation hy local authorities. — As already explained, terminal taxes 
ean at present be aiithorised bj’’ a local legislature, as a method of 
financing local bodies, wherever an octroi was in force on the 6tli 
Juty 191T ; and van be levied in other local areas with the special 
sanction in each case of the Governor General in Council. It is a 
matter for con.siderai ion whether this position .should be stereo- 
typed under the new eo3it-f ituiion, and the question is engaging the 
attention of the Government of India. It has long been recognized 
that neither a terminal tax nor an octroi constitutes an ideal foi’.ni of 
taxation. The former is apt to become -little more than a transit 
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duty ; while an octroi, even where it escapes this character, offers 
unlimited opportunity for leakage of revenue, and frequenfly 
op.eraies to hamper and restrict trade. On the other hand, indirect 
taxation of this kind is undoubtedly the least unpopular form of 
taxation witJi the Indian public ; - and its replacement by direct 
taxation yielding equivalent proceeds would be a matter of 
grave difficulty. These points will be borne carefully in mind 
when the question is investigated. If, however, either terminal 
tax or octi'oi is retained as a legitimate means of local taxation, it 
will bo essential to reserve to the central Government well-defined 
powers of direction and control. There are three main purposes 
to be served by such control. In the first place, the central 
GoA^ernment must preserve for itself the possibility of preventing the 
imposition of a tax which will trench upon a central source of reve- 
nue, though control in such eases should not be exercised with 
undue rigidity ; seeondl 3 ', the powers of local authorities to tax 
the central GoA'ernment itself must be strictly limited ; thirdly, 
there must be authority to forbid the imposition of taxation which 
Avould bo contrai’j’’ to the obligations undertaken bj’ the central 
Government in coimuercial treaties. With regard to the third of 
these points attention is inAuted to paragraph 17 of the memoran- 
dum relating to financial relations between the Government of 
India and the provincial governments which Avas prepared by the 
Government of India for the Indian Statutory Commission. 
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APPENDIX IX. 


Memorandum bt the Government of India, Einance Department 
DATED THE IItH JulT 1930, ON THE PINANOIAL ASPECTS OP THE 
SEPARATION OP BURMA, 


Paras. ^ . 

I. — ^Effect on revenue and expenditure of the Govern- 
ment of India . . . • . . 1 — 8 

II. — Effect on currency arrangements . , . . 9 — li 

III.— Miscellaneous . . . . , . . , i& 

Annesube I. — Effect on Government of India revenue 
from duty on silver. 

Annbxube II. — ^Memorandum on paragraphs 6 — 9 of 
Appendix to Part YIII of the Commission’s 
report. 


I. — Effect of separation on the revenue and expenditure of the 
Government of India, 

In paragraph 222 of their report the Commission say : — 

“ Though the actual settlement between the two countries must 
be determined by subsequent negotiations, we are here 
concerned to note and endorse Sir Walter Layton’s 
general conclusion that separation could fairly be effect- 
ed in such a way as to do no financial injury to either 
country and to leave Burma with adequate resources for 
her present needs and a balance for development pur- 
poses in excess' of that which she obtains to-day ”. 

The conclusions arrived at by Sir Walter Layton, and the various 
assumptions made by him, are examined in the following para- 
graphs : — 


2. In paragraph 3 of the appendix Burma’s contribution to 
defence has been put at 3 crores, and it has been assumed that the 
whole amount of this contribution will be a deduction from India’s 
rnmtary expenditure. The amount taken seems reasonable, but natur. 
ally it is only a rough estimate and the actual contribution fixed may 
be very different. Moreover, it is not certain that the whole of 
Burma’s expenditure on defence will be a deduction from India’s 
armj' expenditure, though, if the arrangements contemplated in para- 
graph 221 of the Commission’s report are made, this will be the case. 

Gover^ent in paragraph 16 of the memorandum on 
they prepared for the Commission put the contri- 
for defence at 123 lakhs, i.e., roughly the actual expenditure 
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now incurred in Burrua. Clearly, the estimate of the Burma Govern- 
ment is too low, hut it is possible that Sir Walter Layton’s estimate 
will prove to be too high. In any case the figure of 3 erores is 
problematical, and the possibility of a lower figure has to be con- 
templated in considering the effect on the Government of India 
finances. 

3. In paragraph 4 of the appendix Sir Walter Layton puts 
Burma’s share of India’s debt at 30 to 35 erores with a net interest 
and sinldng fund charge of approximately 2 erores a year. Nothing 
is said about the capital expenditure in Burma, e.g., the capital at 
charge of the Burma railways, the idea being apparently that the 
Burma Government would take over the capital commitments of the 
Government of India in Burma on terms which would involve no loss 
to India. The Burma Government in their memorandum on separa- 
tion put Burma ’s share of the unproductive debt of India at 24 erores 
and assumed an annual payment of 122 lakhs to cover interest and 
sinking fund charges. There, again, the figure of 2 erores is problem- 
atical, and the possibility of a lower figure has to be contemplated. 

4. On the revenue side, Sir Walter Layton makes the following 
assumptions : — 

(a) Indo-Burmese trade will become subject to existing cus- 
toms duties with certain exceptions noted below. 

(&) India will impose a duty on kerosene impoiffed from 
Burma at the same rate as on kerosene imported from 
other countries, and an import duty of 4 annas on motor 
spirit imported from Burma. (The financial effect of 
• this is worked out on 1928-29 figures but allowance is 

made for the reduction effected in the last budget in the 
import duty on kerosene at the end of paragraph 10.) 

(c) Burma will repeal protective import duties now in force. 

(d) Burma will impose the existing export duty on rice sent 

to India. (The figure of 60 laMis given in paragraph 
7 should be reduced to 45 laldis on account of the re- 
duction in export duty in the last budget.) 

These assumptions are reasonable, but it is possible that the tariff’ 
arrangements between India and Burma will be different and that 
Indian revenues may suffer more than is estimated. 

5. To complete the picture one further assumption has to he 
made, viz.^ that India would impose an import duty of 4 annas an 
ounce on silver imported from Burma. Annexure I to this memo- 
randum shows that if this is done, the Government of India revenue 
from duties on silver will be practically unaffected, while the Govern- 
ment of Burma would obtain very little from an import duty or an 
excise duty on silver.' 

' 6. Nothing is said by Sir Walter Layton about the loss on the 

working of the posts and telegraphs in Burma. The loss in Burma 
would be about 5 lalchs per annum and the deficit on the working of 
the Government of India posts and telegraphs would be decreased 
by a corresponding amount. As regards railways, the annual gain 
to the Burma Government will be about 50 lakhs as against 25 lakhs 
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assumed by Sir Walter Layton. The railway revenues of the Govern- 
ment of India would also a corresponding amount, but assuming that 
the present arrangements for contributions from railway revenues 
remained unchanged, the effect on general revenues would not be 
large. 

7. From paragraph 11 of the appendix it is clear that Sir 
Walter Layton realizes that his assumptions may be wdde of the 
mark, for he indicates that India may lose by the separation. In 
these eircum.stances the Finance Department consider that it would 
not be safe to accept at present the Commission’s finding that separa- 
tion could fairly be effected in such a way as to do no financial injury 
to India.' They would, however, go so far as to say that sepai’ation 
could faii’ly be effected in such a waj^ that the revenue loss to Indi^ 
would not be of sufficient magnitude to make it a factor of great 
importance in considering the pros and cons of separation. It is 
fairly clear that a special committee will have to be appointed to work 
out the details of the financial settlement. 

8. The Finance Department accept the views of the Commission 
on Burma’s credit in the event of separation given in the second half 
of paragraph 222 of-thc report. 

— Effect of separation on currency arrangements. 

9. If Burma is separated from India, the adoption of a different- 
currency system by Burma has to be contemplated. The Government 
of Burma might adopt one of the three following courses : — 

(a) They might retain the Government of India currency in 
the same way as Iraq up to the present has used the 
Government of India currency. In view of the close 
trade connection between Burma and India, and the- 
fact that the people of Burma are accustomed to the 
rupee currency, there would be a good deal to be said in 
favour of this course. It is possible, however, that the 
Burma Government will favour a currency system 
which would be semi-dependent on the Indian currency 
system as suggested in (Z>) below or completely in- 
dependent of the Indian currency system. 

(&) The Government of Burma might adopt a system similar 
to that of Ceylon which is briefly that the rupee is the 
monetary unit and its exchange value is the same as iu 
India, namely. Is. 6d., but the Ceylon Government has 
its own note issue and its own subsidiar}’- coin. Definite 
information is not available regarding the reserves kept 
by the Ceylon Government against this note issue, but 
the reserve is presumably composed partly of silver 
rupees and partly of securities of the Government of 
India, though there may be securities of the Ceylon 
Government in addition. Such a system wmuld avoid 
a definite break with the past, and would retain the rupee- 
as the standard coin — a point which might be of con- 
siderable importance, especially in the baelcward traoU. 
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It Avoiild al&o avoid excliaiige fluctuations between 
Buriuci and India and would, therefore, tend to facilitate 
trade. 

(^c ' The cui-reuey system of Burma might be completely 
separated from the currency system of India, and 
althmtgh it is probable that the Government of Burma 
would haA^e a coin corresponding to the rupee as the 
monetary unit, and that the exchange A’^aiue of the 
monetary unit AA^ould be Is. Gd., the Government of 
Burma or a banlt to Avhom thej'^ might entrust the Avork 
would be resjjonsible for maintaining the exchange Amlue 
of the monetary unit quite independently of the Govern- 
ment of India. 

10. If either of the alternath^es in paragraphs 9 (&) and 9 (c) 
were adopted, Indian curi'eney now in circulation in Burma Avould be 
replaced by currency issiied under the authority of the Burma GoA^ern- 
ment and would liaA’^e to be repatriated. The arrangements for 
this repatriation would depend on the system adopted by the Govern- 
ment of Burma, and it is necessary to examine briefly Avliat these 
arrangements should be. 

11. If a system on the lines indicated in paragraph 9 (b) abore 
were ad^ted, all the subsidiary coin and the notes now in circula- 
tion in Burma Avould be replaced by new subsidiary coin and neAv 
notes. If no special aiTangements AA’^ere made, these subsidiary com 
and notes could be shipped to India, and full currency valud could be 
obtained for them. Such a procedure would not be fair to India for 
the reasons given below. As there are essential differences in the 
position regarding the subsidiary coin and the position regarding the 
notes, they will be dealt with separately : — 

(a) Subsidiary coin . — 'As the profit on the issue of nickel and 
copper coin is taken to revenue in the year in which it 
is issued, the profit on the nickel and copper coin uoat 
in circulation in Burma has already been credited to 
the revenues of the GoA'^ernment of India and has been 
used for the common purposes of India and Burma. 
The profit on the coinage of small silver coin is dealt 
with in the same way as the profit on the coinage of 
silver rupees. In paragraph 12 {a) below it is shown 
that no profit has accrued to the Government of India 
on the coinage of silver apart from sums that have 
already been taken to revenue. It would be unfair to 
India if the Government of Bui'ma were to AvithdraAV 
subsidiary coin from circulation, obtain its full cur- 
rency value from the GoA'^ernment of India, and issue 
in its place a fresh subsidiary coinage on which they 
would make a large profit, while the Government of 
India would lose a corresponding amount on the sub- 
sidiary coin withdrawn from circulation. The most, 
therefore, that the Government of Burma would be en- 
titled to demand from the GoA’^ernment of India would 
be that the GoA^^ernment of India should supply to the 

/ in 
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GoA’ernment of Burma new siTbsidiary coinage in ex- 
cliange for tlie subsidiary coinage witudrawn from cir- 
culation. In other wor^, the Government of Burma 
could either have their new subsidiary coinage executed 
at a Government of India mint free of charge, or they 
could demand the bullion value of the subsidiary coin- 
age withdrawn from circulation plus the cost of recoin- 
ing it. 

(b) Notes . — ^As the profit on the note issiie is a recurring item, 
the Government of Burma would be entitled to pay- 
ment for the full exchange value of the notes repatriated, 
and the main question to be settled would be the form 
which this payment should take. Assuming that tlje 
reserve maintained by Burma would consist of rupees 
and securities of the Government of India, it would be 
a simple matter to make payment in these forms in the 
proportion which might be desired by Burma. If it 
were decided that a part of the reserve should be held in 
securities of the Government of Burma, then to this ex- 
tent payment for notes repatriated might take the form 
of a decrease in the amoiuit of the debt of the Govern- 
ment of Burma to the Government of India. 

12, If the Government of Burma were to adopt a completely in- 
dependent currenc}' system on the lines indicated in paragraph 9 (c) 
above, rupees would have to be repatriated in addition to subsidiary 
coin and. notes. The position regarding the subsidiary coin would 
be the same as that indicated in paragraph 11 (o) above ; rupees 
and notes are dealt with below : — 

(a) Silver rupees . — The profit on the coinage of silver coin 
,jvhieh has accrued since the gold exchange standard 
was established, has been credited to the gold standard 
reserve. During the last few years the interest on the 
gold standard reserve has been taken to revenue, 
and in so far as the interest on the gold standard 
reserve has beerr taken to revenue, Burma has already 
shared in the advantages obtained from the profits on the 
coinage of the rupees. Tire present position is that al- 
though we have incurred large losses on the sale of silver 
obtained from melted coin and these losses have not 
been debited to the gold standard reserve, the amount 
of tlie gold standard reserve is not sufficient to cover 
the difference between the bullion value and the exchange 
value of the silver held in the paper currency reserve. 
As the gold standard reserve does not cover onr pros- 
pective losses on the sale of silver, it may he said that 
apart from intere.st on the gold standard reserve al- 
ready credited to reA'OJiue no profit lias accrued from the 
coinage of silver, and that a loss will probably eventuate. 
The mo.st, therefore, that tlie Government of Burma 
would be entitled to demand from the Government of 
India would he the bullion value of the rupees with- 
drawn from circulation and repatriated plus the cost 
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of coinage of the currency wliicli "would replace these 
rupees. 

(6) Notes . — AltlioUgh Burma would be entitled to payment 
for the full exchange value of repatriated Government 
of India notes, there would clearly have to be made a 
definite arrangement as to the form in which this pay- 
ment should be made. Otherwise the Burma • Govern- 
ment might ship these notes to India, buy sterling with 
them and obtain full sterling cover for their new note 
issue at the expense of the sterling reserves of Ihe 
Government of India. A fair arrangement would seem 
to be that the Burma Government should be paid in 
sterling an amount which would bear the same propor- 
tion to the total amount payable as the sterling and 
gold reserves of the Government of India (including 
the gold standard reserve) bear to the total note issue of 
the Government of India. Such an arrangement would 
give the Burma Government the same proportionate 
sterling cover for their note issue as was held by tuc 
Government of India, and as there would be a reduction 
in the Government of India note issue corresponding to 
the amount of the new Burma Government issue, the 
Government of India’s holding of gold and gold 
securities would not be proportionately diminished. The 
remainder of the amount due to the Burma Government 
might be paid partly in the form of silver if the Burma 
Government desired to have silver, and if not, wholly in 
the form of a reduction of the amount of the debt of the 
Government of Burma to the Government of India. t 

'13. From the above brief outline it is clear that one of the condi- 
tions of the separation of Burma from India should be an arrange- 
ment which would safeguard the interests of India in the event of 
Burma adopting a new currency system. It is not easy to devise a 
formula which could be included in the legislation which wib pre- 
sumably deal with the separation of Burma, but a safeguarding clause 
on the following lines might be sufficient : — 

“ If the Government of Burma adopts a new currency system, 
payment by the Government of India to the Govern- 
ment of Burma for Indian currency withdrawn from 
circulation in Burma and repatriated to India shall be 
limited to an amount Avhich will represent the cost to 
the Government of Burma of replacing the currency 
withdrawn from circulation and shall be made in such 
a manner that the gold and sterling reserves of the 
Government of India would not be proportionately 
weakened. ’ ’ 

nably, the Act would name some authority, probably the 

vernment. as the authority to decide ditferences between the 

Government of India and the Govei’cment of Burma which might 
arise in carrying out the provisions of the Act, and this authority 
would have to be the authority to decide the extent and the form of 

b2 
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pajTnents to be made by tlie Government of India to the Government 
of Burma for currency repatriated. 

14. In the above paragraphs the assumption has been made that 
the currency arrangements in India remain as 'at present. In the 
event of the Government of India note issue being replaced by a 
reserve bauk issue before a neAv currency system is introduced in 
Burma, si)eejal arrangements regarding Burma would probably have 
to be made at the time of handing over the note issue to the reserve 
bank. Whatever currency sjmtem might eventually be adopted by 
Burma, ijresimiably no change would be made until some time after 
separation v/as effected. Dui’ing this j>eriod the Indian Currency Act 
and Indian Coinage Act would have to apply to Burma. 

III. — Miseellaneoits. 

15. Some of the more important questions wMch the Finance 
Department will have to consider, if it is decided to separate Burma 
from India, are dealt ivith below ; — 

(1) Ways and means. — Presumably, the Burma Government 
would arrange with the Imperial Bank of India to conduct their 
business on much the same lines as the bank now conducts the business 
•of the Government of India. The Burma Government would take 
over control of the resource work at treasuries, where the Govern- 
ment of India should probablj'- arrange to maintain currency chests 
as long as Burma used Indian cuiuency. 

(2) Government of India securities held in Burma . — ^At present 
a considerable volume of Goveimment of India securities are held in 
Burma, and interest is payable at any treasury in Burma. Clearly, 
it is desirable that Burma holders of Government of India securities 
at the time of the separation should have the same facilities for draw- 
ing the interest as they now have, and it would be desirable to arrange 
with the Government of Burma for the continuance of these facilities, 
at any rate as regards securities held in Burma at the time of the 
separation, though it will probably be undesirable to allow further 
transfers from India to Burma. The Government of Buima could 
be given a commission on the amount of interest paid. 

(3) Post office cash certificates . — On .separation, prestunably 
the issue of Government of India post ofiSce cash certificates in 
Burma would cease, and the Government of Burma would issue certi- 
ficates 'of their own. As, however, the certificates previously issued 
would represent an obligation of the Government of India, and as it 
woiild be a very complicated matter for the Government of Burma 
to attempt to take over this obligation, an arrangement would .have 
to be arrived at by which the Burma Government would arrange for 
the pajTuent of the certificates as they mature at their post offices 
and debit the amounts to the Government of India. Probably they 
would have to be given a commission for this service. 

(4) Post ofice savings hanlc deposits.— ~ln this ease the simplest 
method of procedure probably would be for the Burma Government 
to take over the savings bank deposits from the Government of India, 
the debt of ihe Go-\-ernraent of Burma to the Government of India 
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being reduced accordingly. It might he said that the . depositors 
"would have reason to complain of such a transfer, because their de- 
posits would be transferred from an institution backed by the credit 
of the Goveimment of India to an institution backed only by the 
credit of the Government of Burma. This difficulty could be got over 
by giving depositors notice some time in advance that their deposits 
were to be transferred, so that they would have an opportunity of 
withdrawing them if they desired to do so. 


(5) Provident fund deposits. — ^Presumably, the provident fund 
deposits belonging to officers of the Burma Government and any-' 
offieei’S of the central Government which may be transferred to the 
Burma Govei’nment would be taken over by the Government of 
Burma, who would also talce over the incidental liabilities. The total, 
amount of deposits would be presumably deducted from the debt of 
the Government of Burma to the Government of India. 


(6) Other deposits . — At present all deposits received in Burma 
are taken into the balance of the Government of India. Presumably, 
the Burma Government would take over these deposits with the inci- 
dental liabilities. 


(7) Family pension funds. — ^Presumably, _ officers serving under 
the new Burma GoAmrument would not be eligible to subscribe to the 
family pension funds now admini.stered by the Government of India, 
but the Government of Burma would start similar funds of their own. 
Arrano-ements would have to be made to transfer office^’ subscij)- 
tions Irom the Government of India funds to the new funds of the 
Government of Burma with probably a contribution from the Govern- 
ment of India to cover the period during which the officer was m the 
service of the Government of India. Here, again, the total amount 
'traLferred could be taken in reduction of the debt of the Govern- 
ment of Burma to the Government of India. 

(8) I^icome-tacr.— Most of the trade in Burma is conducted l)y 

TndiS or European firms which are at present assessed to tax eithei 
in Burma or in India on the total income from their operations m 
both ToSitries. The question of double income-tax will, therefore, be 
of considerable importance. ^ ^ 

/qi maff The conditions on ivhicli the Government of India s 

staff emptoyed m Biirma will be taken oyer by the Government o£ 
Bnrmo will Iwve to be worked out in detail. 

/-ini rfnPirnu'} The terms on which the Burma raili^ys "will 

be tto over TXhave to be worked out very carefully.. They are 
be taimri ov r>nrtion of the Government of India railway 

the most profile P ^ that the Burma Government should 

Mprofltrregardlese ol losses wbieb may have 
take “ t { /that they would merely have to pay to the 

occurred mt P , y at charge on these railways, the rate 

Governmey of India the rapt 

of / **the*lapital at charge will be difficult to determine, 

SThe c"bas SmSed over a period of years at different rates 

of interest. 
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(11) Posts and telegraphs . — The terms on -which the assets of 
the Posts and Telegraphs Department -ndll be taken over by the Burma 
Government -will have to be -worked out in detail. 

(12) Government of India lands and buildings .- — Here again 
a difficult question viU arise as to the terms on -which the lands and 
buildings at present in possession of tlie Government of India should 
be handed over to the Government of Burma. 
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.1924 

ANNEXURE I. {See para. 5.) 
Production of ^silver in Purma. 

(In thousands of fine oimces.) 

• • •• •• •• •• 

1925 

•• •• •» •• 

4,832 

1926 

. • 

6,104 

1927 


. . . . 6,004 

1928 

•• •* •• 

7,405 

1929 

• • • • • • • • 

7,290 


Exports of silver from 

Burma. 



India. 

Straits 

Settle- 

ments. 

Federated 

Malay 

States. 

Mauritius. 

Total. 

1924-26 

• • 

• , 

6,430 

* , 

, , 


5,430 

1925-26 

* • 

• • 

4,791 

15 

16 

* • \ 

4,822 

1926-27 

• • 

• • 

4,627 

41 

66 

• . 

4,724 

1927-28 

• « 


6,411 

18 

37 

• . 

6,466 

1928-29 

• • 

• • 

7,648 

32 

39 

344 

7,963 

Imports of silver into Bm-ma. 


India. 

1 

United 

Kingdom. 

Hong 

Kong. 

I 

Federated 

Malay 

States. 

Total. 

1924-25 


• • 

1 

• • 

• « 

• • 

• , 

1925-26 


• 


3 

. • • 

7 

10 

1926-27 

• - 


'2 




2 

1927-28 

• * 


9 

72 

19 

• • 

109 

1928-29 


• • 

6 

4 

• • 


9 


It ■will be seen from tlie above figures that the imports of silver 
into Burma are negligible, and that almost the whole of the silver 
produced in Burma is exported. As figures of production by official 
years are not available, it is not possible to calculate the actual 
ainount of silver consumed in Burma, but the above fig\ires show 
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that the amount is very small. In’ the circumstances the Govern- 
ment of Burma will not find it profitable to impose import and ex- 
cise duties on silver. 

So far as India is concerned, if India levies an import duty of 
4 annas an omice on silver imported from Burma, the Government 
of India will lose veiy little as almost the whole amount of the silver 
produced in Burma is exported to India. The Government of India 
will lose only the excise duty on silver consumed in Burma, but the 
figures show that this amount is negligible. 
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ANNBXURE II. 

Memorandum on PARAGi’^.vpns 6 to 9 of Appendix to Part VIII op 
THE’ Statutory Commission’s report. {Pages 282 to 284.) 

Separation of Burma and customs revenues. 

This inenioraudum deals with the effect of levying import duties 
in Burma and in India on Indo-Burmese trade. The trade in 
kerosene and petrol is excluded from this examination. Sir Walter 
Layton’s estimate is that Burma will obtain 116 lakhs from import 
duty on goods from India, and that India Avill obtain 25 lakhs from 
import duty on goods from Burma (paragraph 9 of the appendix, 
pages 283 and 284). This estimate is based on the assumption that 
the existing import duties will be applied at both ends (paragraiDh 

7)- 

2. Pour statements are attached : — 

(I) Imports of Indian merchandise into Burma. 


<11) 

Imports of 
India. 

foreign merchandise into 

Burma 

from 

(III) 

Imports 

Burma. 

of 

Burmese 

merchandise into 

India 

from 

(IV) 

Imports 

of 

foreign 

merchandise into 

India 

from 


Burma. 

These statements represent the trade for 1928-29, and are taken from 
tables 7 to 10 in Part II (pages 219 — 267) of the sea-borne trade 
and navigation of Buima for 1928-29 (the latest volume available). 
In each statement the total trade is divided into three groups : — 

Free goods. 

Goods at special rates of duty, 

Goods dutiable at 15 iier cent, ad valorem. 

Deductions have then been made for the intra-i:)rovineial trade, t.e., 
between ports within the province of Burma, and the duty leviable 
at existing rates on the trade between Burma and India has been 
estimated. 

3. The result of the estimate maj" be displayed in the following 
statement : — 




Lakhs. 

Thay payable in Burma — 

Indian merchandise 


290 

Foreign merchandise 

. . 

24 


Total duty 

314 

Duly payable in India — 

Burmese merchandise 

» • » • 

95 

Foreign merchandise 

• • » • 

8 

• 

Total duty 

103 
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The trade in foreign mercliandise will be aifected in quite a differ- 
ent way from that in indigenous products. E’oreign mercbandise, 
which now goes to Burma from India, has already paid duty in 
India. In future part will go direct, and the greater part of the 
remainder will be shipped under claim for drawback, and in either 
case India will lose the dut 3 '. To be on the safe side it would be as 
well to treat the duty as a debit to Indian revenues, and similarly to 
debit Burma’s revenues with the duty leviable in India on foreign - 
merchandise exported from Burma. We thus obtain the following 
result : — 


Burma. India. 

Gain . . . . . . . . . . 314 103 

Loss . . . . . . . . , . 8 24 


Net gain .. 306 79 


4. This result assumes that the trade will remain at its present 
level. Naturally some depression will follow the imposition of 
duties, but it is difficult to see how the effect can be as great as -is 
suggested in Sir Walter Layton’s figures, A gain to Burma of 240 
lakhs and to India of 60 laldis would not be an extravagant estimate. 
Sii' Walter Layton’s figure of 116 lakhs for the gain to Burma is the 
Burma Govermnent’s own estimate, and it has been ascertained that 
this was mereljr intended as a safe guess calculated in the following 
manner. The a\'erage duty' on imports of foreign goods into Burma 
in 1926-27 was 17 per cent. An average duty at the guess figure of 
8 per cent, (on roughly half the above amount) on Indian goods im- 
ported into Biu-ma would jdeld on the 1926-27 imports 116 lakhs. 

5, In dealing with India’s customs revenues from existing 
sources, a flat rate of 2 annas for kerosene has been assumed. Sir 
Walter Layton, writing no doubt before the introduction of the 1930- 
31 budget, has taken 24 annas. At the 2Anna rate for kerosene the - 
gross gain to India will be — 



Lakhs, 

Existing excise . . 

190 

Additional rate on kerosene 

56 

Nett duty on other imports from Burma 

60 


306 


agamj Sir Walter Layton’s figure of 326 laldis. At the present rate 
On + 1 ?! kerosene (2i annas) India would gain 334 lakks. 

fk,: ® estimate gives a ^ain to Burma of 997 lakhs 

against Sir Walter Layton’s figure of 873 lakhs. 
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I, 


•Coasting imports into Burma — Indian mereJta/ndise — Values cmd duty 

in lakhs. 



Gross, 

Intra-pro- 

vincial 

trade. 

Net 

India- 

Burma. 

Duty. 

Total 



141 

1,402 


Free goods. 






Animals 

• • 

3 


3 


Books . . 

• . 

3 

♦ * 

2 

• • 

Grain, pulse and flour 

• • 

134 

18 

116 

k • 

Hides and skins 

* • 

1 

1 

• > 

« • 

Macliinery 

» • 

1 


1 

» • 

Manures 

• • 

1 

* • 

1 

• • 

Total free 

• « 

142 

19 

123 

• • 

Total dutiable 

/ 

* • 

1,401 

122 

1,279 


Articles at special rales. 






Coal 

• • 

111 

• • 

111 

3 

Fish, salted 

• » 

17 

• • 

17 

1 

Fodder 


2 

2 

• • 

• • 

Matches 

» • 

4 

3 

1 

1 

Tobacco 

• » 

130 

9 

121 

130 

Toys 

» • 

3 


3 

1 

Total at special rates 

• • 

267 

14 

263 

136 

Ad valorem at 16% 

* ■ 

1,134 

108 

1,026 

164 

Total duty 

• • 




290 
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TI- 

Coasting imports into Burma — Foreign merchandise — Values and 

duty in lakhs. 



Gross. 

Intra 

Pro- 

vincial. 

Net 

India- 

Bnrma. 

Duty. 

Total 

193 

84 

109 

. 

Free joais. 

Books . . 

1 

. . 

1 

' 

Dyes . . 

2 

•• 

2 

• • 

Machinery 

15 

4 

11 


Total free 

18 

4 

14 

•• 

Total dutiable . . 

175 

8ft 

95 


BtiUable at special ralen , 





Liquors 

5 

2 

3 

3 

Matches 

0 

1 

1 

1 

Tobacco 

11 

4 

7 

7 

Total 

18 

7 

11 

11 

A '1 valorem at 16% 

157 

73 

84 

13 

Total duty 




24 


111 . 

Ooastmg exports from Burma — Burmese merchandise — Values and 

duty in lakhs. 



Gross. 

Intra 

Pro- 

vincial. 

Net 

Burma- 

India. 

Duty. 

Total 

3,317 

117 

3,200 


Kerosene and petrol . , . . 

886 

15 

870 

• • 

Total excluding kerosene and petrol 

2,432 

102 

2,330 
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Gross. 

Intra 

Pro- 

vincial. 

Net 

Burma- 

India, 

Duty, 

Free goods. 





Crrain, pulse and flour 

1,760 

9 

1,751 


Hides and sMns . . 

8 

• • 

8 


Stick lac 

61 

. - 

51 


Cotton, raw 

1 


1 


Total free 

Total dutiable excluding kerosene 
and petrol 

1,820 

9 

1,811 


612 

93 

619 

• * 

Dutiable at special rates. 





Fodder 

2 

1 

1 

. . 

Matches . . . . 

18 

2 

16 

13 

Lubricating oil . . 

34 

• • 

34 

3 

Tobacco 

Total (excluding kerosene and petrol) 
dutiable at special rates 

21 

9 

12 

8 

75 

12 

63 

24 

Ad valorem at 15% 

637 

81 

466 

71 

Total duty (excluding kerosene and 
petrol) 



• • 

96 


IT. 


Coasting exports from Burma — Foreign merchandise — Values and 

duty in lakhs 


— 

Gross. 

Intra 

Pro- 

vincial. 

Net 

Burma- 

India. 

Duty. 

Total 

122 

76 

47 


Free goods. 

Machinery 

6 

4 

1 

• • 

Total free 

6 

4 

1 

• * 

Total dutiable 

117 

71 ' 

46 

• « 
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List of Enclosures. 

1. Lietter to all, local Grovernmeiits of G-overnors’ Pro- 

vinces Burma), No. P.-67|30-!R., dated tiie 

24tli June 1930. 

t 

2. Better to the Chief {Secretary to the (xovernment of 
^ Burma, No. P.-67|30-iJ., dated the 24:th June 1930. 

3. Better to the Begistrar, Higli Court, Calcutta, 

Appellate Side, No. P.-67|30-R., dated the 24:th June 
1930. 

.. 4. Better to the Chief Commissioners, Goorg, Baluchistan, 
Delhi, Ajmer-Merwara, No. P.-67j30-E., dated the 
24th June 1930. 

5. Better to the Chief Commissioner, North-West frontier 
Province, No. F.-108I30-R., dated the 2nd August 
1930. 

G. Better from the Government of Madras, No. 978, dated 
. t-lie 11th August 1930. 

7. Better from the Government of Bombay, No. 1|1G1, 

dated the 13th August 1930, and enclosures. 

8. Note by His hlxceilency the Governor of Bombay. 

9. Telegram to the Government of Bombay, No. 2940-S., 

dated the 31st August 1930. . 

10. Telegram from the Government of Bombay, dated the 

71h September 1930. 

11. Jjetler from the Government of Bengal, No. 219-A.C., 

dated the loth August 1930, and enclosures. 

12. Better from the Government of Bengal, No. 222-A.C., 

dated the 22iid August 1930, and enclosure. 

13. Better from the Government of the United Provinces, 

No. 4949-C., dated the 23rd August 1930, and 
enclosures. 

14. Letter from the Government of the Punjab, No. 470G-S. 

Peforms, dated the 14th August 1930, and enclosures. 

15. Letter from the Government of the Punjab, No. 6504- 

S. Reforms, dated the 16th September 1930, and 
enclosures. 

16. Letter from the Government of Burma, No. 392-T).-30, 

dated the 13th August 1930. 

17. Ejetter from the Government of Bihar and Orissa, 

No. 4368-.A.R., dated the 23rd August 1930, and 
enclosure. 
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18. Lctlor from the (Government of the Central Froviii- 

ees, iS^o. R.-15-IV, dated the 12th August 1930, 

19. Letter from the (Government of Assam, L’o. lifm.-8| 

8801- A.P., dated the 12th August 1930. 

20. Letter from the Chief Commissioner, Delhi, No. 7131- 

Homo, dated the 8th August 1930. 

23. Letter from the Chief Commissioner, Coorg, No. 2vS52j 
11-28, dated tlie 4th September 1930, 

22. Letter from the Chief Commissioner, North-West 

Ni-ontier Province, No. 3305-P., dated the 28|29th 
August 1930, and enclosure. 

23. Letter from the Chief Commissioner, Baluchistan, 

No. 3614- P., dated the 14th August 1930. 

24. Letter from the Chief Commissioner, Ajmer-JMcrwara, 

No. 45-C.jlll-C.C.|30, dated the 15th August 1930, 
and enclo.sure. 

25. Letter from the Eegistrar, High Court, Calcutta, 

No. 11741-(G., dated the 18th July 1930. 




